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A high collection percent- 
age each month is an accom- 
plishment of great benefit to 
business. 


In recognition of this we 
offer a carton of Busch extra 
dry ginger ale each month— 
not just to one but to ten 
credit men reporting the high- 
est monthly collection percent- 
age anywhere in the United 
States. 

Send in your collection per- 
centages each month to the 
Credit World and win a car- 
ton of America’s finest ginger 
ale. 
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GINGER ALE r 
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The high collection percentage 
winners for May were 


T. J. Foster 
Geo. C. Shaw Company 
Portland, Maine 


D. W. Gill 
The H. H. West Company 
Milwaukee, Wisconsin 


( P. Gordon 

Browning. King & Company 
Denver. Co'lorado 

A. F. Nelson 

The Southworth Company 
leveland, Ohio 


|. P. Roonan 
Young-Quinlin Company 
Minneapolis, Minnesota 


P. W. Schaefer 
Railey-Milam Hardware Company 
Miami, Florida 

S. Margaret Smith 

Bryant & Douglas Stationery Company 
Kansas City, Missouri 


Robert Stern 
A. Harris & Company 
Dallas, Texas 


H. O. Wrenn 
Nebraska Clothing Company 
Omaha, Nebraska 


C. P. Younts 
Frank T. Budge Company 
Miami,’ Florida 


A quality that sustains an established reputa- 
tion both for the makers and those who serve 
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The Bentley School of 


Accounting and Finance 


THE LARGEST PROFESSIONAL SCHOOL IN THE WORLD 
DEVOTED EXCLUSIVELY TO TRAINING MEN FOR SPE- 
CIALIZED POSITIONS IN ACCOUNTING AND FINANCE 


Started in 1917 with 27 students. Enrollment this year 2648 students 


Number of Graduates 


Day Division ......... 1,437 
Evening Division...... 1,142 
WS sseadows 2,579 


Tue following statistics were compiled last year from reports received from the 
graduates of our EVENING division, one hundred per cent reporting. Similar 


statistics will be obtained this year from the graduates of our Day division. 


Average Age 
At time of entering the Bentley School........ 23 
At temo Of GrOGROTROS 0. «nce o cc ccc vcicccecess 27 


Youngest at time of graduating, 20; oldest 55 


Average Earnings upon Entering and upon Graduating 


At time of entering the Bentley School . . . .$1,208 
At theme Of GURROWEN « «iis ces... .0...2s 1,865 
54 per cent increase while in attendance 


Average Earnings in 1929 


Years after Per cent of increase 
Class oaeane Amount since entering 
1920 9 $6,307 467% 
1921 8 5,632 432% 
1922 7 4,148 235% 
1923 6 3,398 170% 
1924 5 2,965 151% 
1925 4 2,732 114% 
1926 3 2,592 107% 
1927 2 2,239 92% 
1928 1 1,987 74% 
1929 0 1,782 44%, 


Excellent living accommodations at our dormitories and fraternity houses at 
reasonable rates. § Completion of courses requires two years in the Day divi- 
sion or four years in the Evening division. Catalog will be sent on request. 





Harry C. Bent ey, C. P. A., President 
Tue Bentley ScHOOL of AccoUNTING and FINANCE 
921 Boyiston Street, Boston, MASSACHUSETTS 
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Text Books For Our Credit Study Classes 


These two books should be read by every credit 
manager and employee of the credit office. 


Modern Retail Credit Practices Explained 


HOW TO OPEN ACCOUNTS 

HOW TO INCREASE CREDIT PURCHASES 
HOW TO COLLECT ACCOUNTS 

HOW TO HANDLE INSTALLMENT BUSINESS 
HOW TO USE NEGOTIABLE INSTRUMENTS 
LEGAL PROCEDURE 

PLANS TO ATTRACT NEW BUSINESS 


Retail Credit Procedure 
by Norris A. Brisco, 


in collaboration with 


RETAII The Associated Retail Credit Men 
} aes of New York City 
(REDIT 
LAGE Based on the actual experiences of these successful credit men, 
NOCEDURE this book solves the problems which confront retailers from the 
 ———— moment the prospective customer says, ‘‘I would like to open a 
5RISCO charge account.” 
This book was selected by our Educational Committee as the 
official class study text. 








Retail Credit 


Practice 
By Bartlett & Reed 





RETAIL |e 
CREDIT 
PRACTICE 








— 


A practical, authoritative manual for 
retail store credit executives and stu- 
dents of credit practices. 






BARTLETT 
AND 












The price of each book to members 
of the N. R. C. A. is $4.00 per copy 


Order From 


National Retail 
‘ . Credit Association 


PRE NTICE HAL! Executive Offices 


ee Saint Louis, Mo. 
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To the Country Life Magazine, who made it pos- 

sible for the Crevit Wortp to publish this beauti- 

ful picture as a cover subject by contributing the 

plates, we take this opportunity of extending our 
sincere appreciation and thanks. 


Our Cover This Month 


“THE MERCHANT” 


By Holbein 


It was 
painted by Hans Holbein, a German portraitist, 


UR cover design this month is a reproduction of 
O one of the great portraits of the world. 
in 1532 upon the occasion of his second visit to England. 

It is a picture of George Gisze, who was a well known 
merchant of that time and a member of the Hanseatic 
League—a league which was established to provide some 
special privileges of commerce and customs. 

The portrait here reproduced is a favorite among Hol- 
bein’s many excellent portraits. Notwithstanding the mul- 
titude of accessories by which the merchant is surrounded 
the interest is not diffused nor the artistic unity impaired. 


When Holbein first went to England he enjoyed the 
patronage of Sir Thomas More and other leading states- 
men but they were now dead or had fallen upon dark 
days. He therefore turned his attention to the German 
merchants of the steelyard and obtained a number of 
commissions for their portraits. The portrait here was 
one of the first and the artist determined to show in it 
of what work he was capable. In style of design and 
coloring it shows the influence of Quentin Matsys of 
Antwerp whose works Holbein had the opportunity of 
studying. But Matsys never did attain the easy mastery 
of a definite style that came early to Holbein. 


THE CREDIT WORLD 


KEY TO PICTURE 
1. Laws of the Hanseatic League. 2. Steelyards for weighing 
4. Seal—trade mark. 5. Extra seal rings. 
7. Keys. 8. Bars for filing. 


to use as shipping tickets. 10. Orders received from Europe to 


money. 3. Letter. 
6. Twine holder. 9. Seals ready 
be filled. 11. Letters or orders received. 12. Receipts. 13. Carna- 
15. Persian rug as table cover. 
19. Paper knife. 


tions. 14. Venetian glass vase. 


16. Gold clock. 17. Seal probably trade mark. 


20. Seal ring. 21. Shears. 22. Quill. 23. Ink stand. 24. Seal- 
ing wax holder. 25. Cash box. 26. Sealing wax. 27. Sand 
shaker as blotter. 28. George Gisze the merchant. 29. Cartel- 


lino (agreement). 


«KKK YHYHY 


In this picture so masterly executed we get the young 
merchant to the very life, precise, deliberate and orderly 
in the transaction of his affairs; he is conscious of no 
presence, assumes no dignity—bears no sudden or super- 
ficial look of care or interest, lives only as he lived—but 
forever. 

What of this man and his house were visible to Hol- 
bein are visible to us. If we care to know anything con- 
cerning them, great or small, so much as may by the 
eye be known is forever knowable—reliable, indisput- 
able. 

In the portrait every accessory is perfect with a fine 
perfection ; the carnations in the glass vase by his side— 
the ball of gold, chased with blue enamel, and engraved 
“Heer En,” the books, the steelyard, the papers on the 
table, the seal ring with its quartered bearings—all in- 
tensely there and there in beauty of which no one could 
have dreamed that either flowers or gold were capable, 
3ut every change of shade 
is felt, every rich and rubied line of petal followed; 
every subdued gleam in the soft blue of the enamel and 
bending of the gold touched with a hand whose patience 
of regard creates rather than paints. 





far less, parchment or steel. 


The letter, which he holds in his hand, is thus ad- 
dressed: “Dem Ersamen Jergen Gisze to lunden In 
Engelant mynem trader ta handen” (to the hands of my 
brother the honorable George Gisze, London, England). 


Scattered in front of him are various objects used in 
his business, a seal inkstand, “Cartellino” —agreement of 
some kind—perhaps similar to a license to run a busi- 
ness ; scissors, quill pens, a leather case with metal bands, 
and clasps; and a box containing money. From the 
shelves bang scales for weighing gold, a seal attached 
to a long chain, and a metal ball for string, with 4 
damascened design and a band with the words “Heer 
En.” Books and a box are on the shelves, and tucked 
within the narrow wooden bars which run around the 
walls (filing cases) are parchment fags for seals and 
several letters with addresses in High German. 
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CREDITORIALS 


(Copyright, 1930, by Louis S. Grigsby.) 


The Credit World is the honored recipient of a gift. It is not money—or subscription—or advertising—or anything so grossly 
material. It is something more priceless, more rare. It is the gift of creative thought. 
We liked the word Creditorial. It was apt, expressive, and may we say creditable. But we found that it was an origination 
of Mr. Louis S. Grigsby, manager of the Philadelphia Credit Bureau, who believed sufficiently in the worth of his own thought 


to have it protected by copyright. 


_ Mr. Grigsby was then actuated by the same noble purpose as the National Automobile Chamber of Commerce in the pooling 
of their patents for the good of all, and he generously consented to our continued use of his word for the good of all. 
We wish to extend to Mr. Grigsby our sincere thanks for this contribution. 


—and the greatest of these 
is Education. 


—subscription to an adequate 
code of ethics 

—a national community credit 
policy 

—a universal system of Credit 
Education 


(From the convention speech by 
FRANK BATTY) 


The Mayor of a large 
Western city told a gather- 
ing of credit men some- 
time ago that “the financial 
stability of their city rests 
in the hands of the credit 
men themselves, and that 
unwise extension of credit 
to individuals is ruinous to 
the city’s standing and the 
development of her indus- 
tries.” And this in view 


survey is the very high 
percentage of returned 
merchandise in the various 
lines of retail trade, and 
that it indicates great pos- 
sibilities for the elimina- 
tion of waste and increas- 
ing efficiency in distribu- 
ton. Shoe stores with 
21.3% of gross sales re- 
turned; women’s wear and 
department stores with 


There need be little misgiving 
2s to the future of Retail Credit 
as long as a program of educa- 
tion and efficiency is carried out 
and that chariot wheels of prog- 
ress will revolve faster only as 
we see to it that opportunity for 
study and intensive research is 
afforded in every city and town 
throughout the country, where a 
Bureau or Credit Association is 
now established. 


of the fact that that city has one of the lowest collection 
percentage recoveries in the United States, and that the 
undertakers of that city advertise in the newspapers, funerals 
on the installment plan; artificial limbs may be also pur- 
chased on similar terms. We accept the weighty words of 
the worthy Mayor as a challenge. His statement is the 
clarion call to an awakening for action and a fuller realiza- 
tion of the responsibilities devolving upon us as a class. 

I say without fear of successful contradiction that the 
credit manager is in jeopardy of impeachment in the case of 
Frozen Assets versus The People, and in the verdict of 
Judge, “Retail Merchant”, no justifiable alibi has been 
established. 
plead exemption on the ground of non-responsibility or con- 
scientious objection; both pleas are over-ruled and the case 
for the defense is closed sine die. 

We can but allude to two outstanding problems and their 
name is Legion. First, over a period of years, the National 
“graph” has shown a persistent and steady incline in the 
ratio between cash and charge sales in favor of “charge it.” 
This condition is also apparent in stores which show no 
corresponding increase in volume. On the other hand, 
collection recoveries show the same persistency to decline in 
spite of the extremely high pressure methods employed. 

Mr. Frank Hamilton, our National 
Publicity Director, in an enlightening 


It is irrelevant, incompetent and immaterial to. 


14.2% and 14.5% respectively. Numerous stores were found 
with 25% returns or over. Little wonder is it that we find 
expenses of department stores have increased from 25.4% 
in 1923, to 31.7% in 1928, and that net profits decreased from 
3.6% to 1.5% in the same period, with very little change in 
total volume. 

You will perhaps naturally offer resentment if any attempt 
is made to place the skeleton of returned merchandise on the 
doorstep of the credit department; but let us see whether or 
not our objections are well founded. Among the many stated 
advantages of the credit system to the public, are (1) Item- 
ized bills rendered each month; (2) Advance notice of sales ; 
(3) Saving of time in shopping; (4) Relief from carrying 
large sums of money (and in this let it be said that the dear 
public has most certainly cooperated) ; (5) Greater facility 
in making adjustments. 

Charge customers have obtained the idea, either by mis- 
education or intuition, that a charge account gives them the 
unquestionable privilege of returning purchases at their will 
and pleasure. Probably this erroneous impression has been 
conveyed by the over zealous sales-person in her anxiety to 
make a book-showing. Cash sale returns in department 
stores, reveal less than six per cent returns, while on credit 
the returns are over fourteen per cent. 

The Credit Manager should wage 
ceaseless, unrelenting warfare against 





address at Des Moines, Iowa, last No- 
vember, reminded us that fifteen bil- 
lions of dollars is serving a perpetual 
jail sentence on the books of the retail 
merchants of this country, and the 
magnitude of that statement is em- 
phasized by the fact that this stupen- 
dous sum is withheld. from circulation 
due to lax collections. 

I maintain that is the plain and 


The credit man, aside from phy- 
sique, in which he is expected to 
excel, must possess alertness, in- 
genuity, initiative, ability, observa- 
tion, courtesy, persistence, tact, di- 
plomacy, firmness and so on, ad in- 
finitum. He must also measure up 
to certain standards in the eyes of 
his wife and family, and in the words 
of Kipling’s lady: 


an evil, whether it occurs in his own 
department or elsewhere in the store, 
as long as it effects public service and 
net profits. If he is not invited to at- 
tend departmental meetings where edu- 
cational methods are employed, he 
should invite himself and state his case 
in no uncertain terms. If the policy 
of the firm is always, “The customer 
is always right,” it does not necessarily 





paramount duty of the credit man- 
agers of the country to commute that 
jail sentence to probation and he is an 
unwise man who sits complacent. 
Second, in the foreward of the Na- 
tional Retail Credit Survey, a copy of 
which I presume you have all recently 
received, Mr. William Copper, Di- 
rector of the Bureau of Foreign and 
Domestic Commerce, states that one 
of the significant facts disclosed by the 





“Te must be a man of medium 
height, 

He must be a man of weight, 

He must come home on a Satur- 
day night, 

In a thoroughly sober state. 


He must know how to love me, 
He must know how to kiss— 
And if he can accomplish all these 
things, 
I'll never refuse his bliss.” 
Frank Batty 








follow that the store is always wrong. 
Many an evil deeply entrenched has 
been overcome by a proper presenta- 
tion of the truth, substantiated by the 
actual facts; applied to our new ac- 
count offices and instilled into the in- 
terviewers, it would have a far reach- 
ing effect for good. 

In the two outstanding matters to 
which I have referred, namely, show 
turn-over of accounts receivable and 
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returned merchandise evil, I am constrained to 
think that the credit manager has not measured P 
up to the requisite standard commensurate with Fe say without fear 
his ability and education. We have been weighed ra successful contra- 
in the balance and found wanting in that as- diction that the credit 
sertiveness due to a proper recognition of our manager is in jeopardy 
responsibilities. of impeachment sn the 


The late William James, Professor of Psy- f F Aeon 
chology at Harvard, and America’s most dis- case © Frozen /iSsets 


tinguished philosopher, once declared that the Versus The People. 
average man only developed ten per cent of his 

latent mental powers. We will not stigmatize the credit profession by suggest- 
ing that we are all oniy ten per cent efficient, but we do plead for a progressive 
militarism, on the part of men who “never dreamed the right is worsted, wrong 
will triumph.” We must seek to create the course of events, and not be merely 
passively subject to it. 

When J. Ramsay MacDonald, Premier of Great Britain, arrived in New York 
on his mission of peace, and in response to an address of welcome at the City 
Hall, he made reference to a book, published in England some twenty-five years 
ago entitled, “The Roadmender”, a classic of exquisite literary grace and one of 
the permanent treasures of our language. The roadmender is a college graduate, 
a man of many high attainments and culture, who voluntarily chose to break 
stones and mend highways as a profession. 

I have read and re-read this, to me a priceless volume, and recall one pro- 
found sentence, “The people who make no roads, are ruled out from intelligent 
participation in the world’s brotherhood.” It is a splendid thing to be able to 
say that there is no greater opportunity and necessity in the civilized world in 
this Twentieth Century than Roadmaking in the realm of retail credit, but there 
will be no adequate highways, no lowering of the forbidding mountains or raising 
of the problematical valleys, until we fully realize that of all mistakes, only one 
is disgraceful, “Inaction”. 

The progressive merchandise manager of a well known Western Department 
Store has this motto on the wall of his office in plain sight. “I am going to 
fight”. The most important resolution a business man can make for 1930. “I am 
going to fight the skulking devils of false rumor, timidity, discouragement and 
reaction. I am going to fight to maintain the circle of confidence unbroken, as 
far as is within my power I will fight, any movement to lower wages; any 
attack on living standards; any slowing up of production; any retrenchment in 
selling effort. These segments, high wages, high living standards, mass produc- 

tion, intensive selling, make up the circle of con- 
fidence, only fear can effect them. I am going 

Dealing with the to fight fear, by harder work, by more aggres- 
human e quation, sive selling; I am going to maintain my own 
credit men see the %™@! growth this year, and thus contribute to 
Sateen ond jetsam of the soundness of the whole business structure. 
- i MY PRIDE IS UP AND MY SLEEVES 
life in the tragedy of ARE UP: I AM GOING TO FIGHT.” 
shipwrecked faith and We credit men might do worse than adopt a 
broken confidence, similar resolution and on which a committee is 
problems in sociology. non-essential. We may have helped to create a 

Frankenstein monster, but console ourselves with 

the proposal to spend seven million in poison to 
offset his pernicious ravages. That is an easy task (and I say it in all serious- 
ness) compared with the battle against ignorance, apathy, indifference, unsound 
practice and competition in credit terms. 

If this National Retail Credit Association accomplishes nothing else than a 
sound plan for systematic study and control of credit, by properly organized 
classes, elevating and enlightening the assistants and junior members of our 
office staff to a broader and higher conception of their duties, grounding them 
more firmly upon a foundation of stability in business economics, then it has 
more than justified its existence, having played its part in developing not a 
breed of go-getters, whose only merit is assertiveness, but a rising generation 
upon whose brow, the emblem of character is indelibly impressed. 

There need be little misgiving as to the future of Retail Credit as long as a 
program of education and efficiency is carried out and that chariot wheels of 
progress will revolve faster only as we see to it that opportunity for study and 
intensive research is afforded in every city and town throughout the country, 
where a Bureau or Credit Association is now established. 

While the vocation of the credit man frequently brings him into close contact 
with much that is sordid and depressing, there is no room for pessimism as to the 
ultimate outcome. Dealing with the human equation, credit men see the flotsam 
and jetsam of life in the tragedy of ship- (( 
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THE CREDIT WORLD 


New Directors 
(and Repeaters) 


Our new president, A. D. McMullen, 
Retailers’ Association, Oklahoma City, 
has served in official capacity for 12 years 
either as director or in some other high 
office—Was vice chairman and chairman 
of the Service Department and has served 
on all reorganization and refinance com- 
mittees. 


Miss Pearl Kominsky will ably 
assist Mr. McMullen in administer- 
ing the affairs of the association. 


C. F. Jackson, Credit Manager of 
Famous & Barr Company, is one of the 
original committee that made investiga- 
tions for the purpose of originally estab- 
lishing the St. Louis Associated Retail 
Credit Men and Credit Bureau—prom- 
inent on various committees for years and 
director and officer of his local associa- 
tion—Consistent in his attendance at Na- 
tionals and is known throughout the U. S. 
as an authority on consumer credit. 


J. R. (Dick) Hewitt of the Hub, 
Baltimore, was retained on the 
Board. Mr. Hewitt’s able and 
meritorious service in connection 
with the affairs of the Association 


made it impossible to relinquish 
him at the expiration of this term. 
Mr. Hewitt served on the Board 
previously—is a past president and 
is greatly respected for his tact and 
wisdom and unselfish service. 





Milton Solon, Credit Manager of the 
Dayton Company, Minneapolis, Minne- 
sota, is one of the original sponsors of 
Pay Promptly Advertising. He was 


Chairman of the first committee in first 
campaign to raise advertising funds 10 


years’ ago—was a director for a number 


of years—Elected as vice president and | 


would have gone on for president, but 
pressure of business forced him to retire 
from the vice presidency two years ago. 


Max Meyer, is Manager of the Ne- 
braska Credit Company, Lincoln, Nebr. 
One of the deans of Credit Bureau work. 
His bureau is recognized as one of the 
really great bureaus of the country. 


Leo M. Karpeles, of Burger Phillips 
is a two timer. Mr. Karpeles was paroled 
as a director, four years ago, but he com- 
mitted the same offense so was put back 
for another term. 


S. L. Klarnet, comes from Oakland, 
Calif., where he is Cr. Mgr. of H. C. 
Capwell, one of the most beautiful stores 
west of the Mississippi. When this store 
opened a year ago, Mr. Klarnet was se- 
lected because of his exceptional ability 
and intimate knowledge of consumer 
credit extension under modern merchan- 
dising conditions. 








Famous 














for JULY, 1930 


DIRECTORS 


OLIN O. BERRY 
J. S. Hall’s Sons 
Knoxville, Tenn. 
W. B. BRINKMAN 
Geo. A. Gray Company 
Duluth, Minn, 
J. H. EDGERTON 
Hahn Department Stores, 
Inc. 


New York City 
R. H. FISH 
The May Company 
Denver, Colo. 

J. R. HEWITT 
The Hub 
Baltimore, Md. 

Cc. F. JACKSON 
Famous & Barr Company 
St. Louis, Mo. 

L. M. KARPELES 
Burger-Phillips Company 
Birmingham, Ala. 

Ss. L. KLARNET 
H. C. Capwell Company 
Oakland, Calif. 


E. W. MANAHAN 
Manahan, Inc. 
Lincoln, Nebr. 





L. M. KARPELES 


(New Director) 





M. J. SOLON 
(New Director) 


The New Command 





MR. A. D. McMULLEN (president) and MISS PEARL KOMINSKY (his secretary), 


busy with association affairs 


OFFICERS AND DIRECTORS 
1930-31 


President.............. A. D. McMULLEN 
Retailers Association, Oklahoma City 


First Vice President.......................... 
PSEA Ll VA Yee Le FRANK BATTY 
Hale Bros., San Francisco 


Second Vice President........................ 
Ni tal licen ams A. P. LOVETT 
Hettinger Bros. Mfg. Co., Kansas City 


Manager - Treasuret.........................- 
touibiieiiiatigieall D. J. WOODLOCK 
National Office, St. Louis 


Secretary.................. GUY H. HULSE 
National Office, St. Louis 





Cc. F. JACKSON 
(New Director) 
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DIRECTORS 


L. R. PEARCE 
Frankel Clothing Company 
Des Moines, Iowa 


Cc. M. REED 
Retail Credit Men’s Associ- 
ation 


Denver, Colo. 


J. GORDON ROSS 
Rochester Gas and Electric 
Corporation 
Rochester, N. Y. 


E. B. SCHICK 
Crowley Milner & Company 


Detroit, Mich. 


M. J. SOLON 
The Dayton Company 
Minneapolis, Minn. 


ROBERT STERN 
A. Harris & Company 
Dallas, Tex. 


R. E. WESTBERG 
Westberg & Childs, Inc. 
Seattle, Wash. 


MAX MEYER 
Nebraska Credit Co. 
Lincoln, Nebr. 





MR. MAX MEYER 


(New Director) 


S. L. KLARNET 
(New Director) 
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For centuries, a veritable 

Chinese wall oparene the 

; . professional’ and business 
Credit informa- worlds. Like the Chinese 

. - wall, this sinister man-made 
tion is necessary barrier has, in the most part, 

crumbled to earth and dis- 

f D appeared, until, at this time, 

or octors the line of demarcation be- 
tween the business and pro- 
(From the convention speech by fessional worlds is exceed- 
DR. JOHN WARNOCK) ingly difficult to trace. 
During the last decade, 
we have heard much about Ethics in business, and we have 
heard more, perhaps, about Economics in the professions. 

Glenn Frank, President of the University of Wisconsin, 
recognizing the inevitable trend of the times and, having 
the courage to voice his conclusions, in a recent address re- 
ferred to the ironic paradox of the commercializing of the 
professions, just when professionalism of commerce begins 
to dawn. President Franks also facetiously warns us to 
distinguish carefully between “Hippocratic Ethics and Hypo- 
critic Etiquette”. 

The traditional fallacy that economic incompetency, as 
well as professional excellence should be a dominant at- 
tribute of the professional man must be recognized, admitted 
and eliminated. 

For generations, professional men, as a class, have been 
victims of an economic, inferiority complex. We have had 
dinned into our tired ears, since our earliest recollections, 
that dentists and physicians are notoriously incompetent busi- 
ness men. Asa matter of fact, I have, in recent years, heard 
men, conspicuous because of their professional attainments, 
boast of their business inability as if economic ignorance 
were a coveted virtue and a professional asset. These 
men would have us believe in the spurious concept that 
economic ability is incompatible with ethical status and pro- 
fessional dignity. 

These professional gentlemen of the old school, almost 
invariably have been economically sheltered from what 
Herbert Spencer called: “The imperious necessity of making 
a living.” Or they are ones who should be classified as 
dissemblers who capitalize, and attempt to profit by the 
assumed cupidity of an unsuspecting public. 

Dr. C. N. Johnson of Chicago, a Past President of the 
American Dental Associa- 
tion and the recognized 
Dean of Dentistry in the 
United States, in an excep- 


It is a fact, and I defy suc- 
cessful contradiction, that our 
profession cannot successfully 


and progressively survive 
without our adopting economic 
methods similar to those by 
which successful business en- 
terprises are established and 
maintained. 


tionally worthy paper pub- 
lished in the Dental Cosmos, 
September, 1929, made the 
following statement: “In 
this age of the proverbial 
high cost of living, it be- 
comes as necessary to study 


legitimate Economics as it 
is the science and technique 
of our calling. We owe this to our families and ourselves.” 

Dr. Edwin N. Kent of Harvard University School of 
Dentistry, in his popular text book, The Business Side of 
Dentistry, makes the following observation: ‘Professional 
men are reputed to be poor business men and, for the most 
part, they deserve the reputation. The simple lack of 
business knowledge and respect for business principles is, 
however, not so deplorable as is the fact that, in too many 
instances, they assume a visionary, idealistic attitude, perch 
themselves on a self-constructed pinnacle and, with a holier- 
than-thou expression, look down into the market places 
where thousands of honest men are seeking diligently the 
accumulation of honest dollars.” 

Dr. William Allen Pusey of Chicago, Past President of 
the American Medical Association, in his timely and 
sagacious address, Some Tendencies in the Business of the 
Practice of Medicine, delivered before a meeting of ex- 
presidents of the St. Louis Medical Society, April 10, 1928, 
opens his remarks by stating: “I have thought it might be 
fitting to consider some of the problems of our profession 
as a bread and butter occupation. It is the profession’s glory 
that altruism is ingrained in its traditions and that it puts 
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itself secondary to public good, but we have a right and we 
must, for the sake of our own usefulness to society, consider 
the business of the profession by which we live. I am using 
the word Business advisedly, meaning by that, the occupa- 
tion by which we make a living.” 

Dr. M. L. Harris of Chicago, present President of the 
American Medical Association, three years ago sounded a 
warning to physicians and dentists in a most worthy article, 
Medical Economics. Dr. Harris asks the question: “Why is 
it that doctors use so little judgment when it comes to mat- 
ters of business?” Dr. Harris answers his own question in 
the following words: “It is because they practice a profes- 
sion that for centuries has dwelt in the shadow of altruistic 
tradition; because they have been so wrapped up in the 
scientific aspect of their work that they have neglected, to a 
great extent, the material affairs of life and because they 
have had little or no training in business affairs.” 

It is a well established fact that any man who practices 
dentistry or medicine will, to a marked degree, curtail his 
professional activities, unless a credit privilege is granted to 
an appreciably high percentage of his clientele. If the ac- 
curacy of this statement is admitted and accepted, it then 
must be clearly obvious that for those of us who practice 
our professions in large cities where it is impossible for us to 
know, personally, the financial status of more than a very 
few of our recently acquired patients, that some prompt and 
dependable credit rating service must be utilized. 

There exists a wide spread opinion that dentists and 
physicians as a class, are so prosperous, so artless and so 
charitably inclined that they are exceptionally easy and lucra- 
tive victims for exploitation by crafty, intriguing promoters 
as well as by those possessed of more wholesome intentions, 
but who imprudently request unjustifiable credit. The 
dental and medical professions, within only the past few 
years, have set about, in earnest, to correct this most de- 
plorable, embarrassing and expensive reputation. 

Dentists and physicians are now eligible to membership 
in the National Retail Credit Association. This recognition 
of our profession by this renowned fraternity, and our ad- 
mission to the fellowship of America’s master economists 
is exceedingly gratifying to us. 

It is a fact, and I defy successful contradiction, that our 
profession cannot successfully and progressively survive 
without our adopting economic methods similar to those by 
which successful business enterprises are maintained. 

My opinion and my attitude may not harmonize with the 
pre-conceived ideas of some very excellent professional 
gentlemen; however, the urgent necessity exists which re- 
quires a readjustment of .traditional professionalism to 
harmonize with conditions which are the natural result of 
an evolution, both of economic and professional life. 


@ 
Making Credit 


a Profession 


When you make your oc- 
cupation a profession, you 
increase your prestige, you 
probably increase your earn- 
ing power, and you also in- 
crease your ability to render 
public service. 

To raise barriers at the 
entrance to a profession is (From the convention speech by 


not undemocratic. The in- MR. W. J. DUNLOP) 
dolent are kept out, it is 


true, but in this new coun- 
try, the industrious, am- 
bitious and intelligent boy or girl, no matter in what adverse 
circumstances they may find themselves by birth, can attain 
to any educational standard that authorities may devise. 
Lack of finance is no bar today to educational achievement. 
Like heredity and environment, experience and training 
are traditional fees. There is the man who says that because 
he has had twenty years’ experience as a credit man, he 1s 
much better qualified than the one who has had a university 
course plus five years’ experience. Perhaps he is; perhaps 


his personality and his natural gifts, added to his expef!- 
ence, have enabled him to acquire incidentally the benefits 
that education gives other men. But he is the exception. The 
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Until a few years tule is that experience does 


. not take the place of educa- 
ago, most business tional training. 


men were bluntly = Take a university-trained 
skeptical about Edu- ™an without experience and 

tion put him into an establish- 
a r ment where he is surrounded 

When you make your occu- by men, older than himself 
pation a profession, you increase or the same age, who have 
your prestige, you increase your }een years in the business 
earning power, and you also in- 2114 have learned its routine. 
crease your ability to render As ‘Mee be ts tot The 


public service. a ; 

others can “play rings 
around” him. But give him seven or eight months, time 
enough to apply the results of his education to the particular 
business in hand; time enough to get his trained mind work- 
ing on the special problems daily presented to him; time 
enough to add a certain amount of experience to his train- 
ing. Then watch him forge ahead. If his personality is 
up to par, if his intelligence quotient is above normal, he 
will soon out-distance those who must rely solely on ex- 
perience. 

Until a few years ago, most business men were bluntly 
skeptical of this. But now the majority of them are look- 
ing for educated men. They have seen case after case of 
the condition I have just elaborated. They know that edu- 
cation means something. 

If credit men are to be justified in considering themselves 
professional men, not only must they take the prescribed 
courses, but they must go on learning more and more. The 
work of the credit men can never be a profession if all that 
it involves can be learned in a few years. 

How can we make the work of the credit man a rec- 
ognized profession? Let me summarize. By gradually 
raising the standard of courses; by increasing the length of 
time required to secure diplomas; by carrying on, though it 
may take years, until we have a regular day course as well 


as night classes and corre- 
The work of the 


spondence courses; by de- 
credit men can 
never be a profes- 
sion if all that it 
involves can be 
learned ina few 
years. 


veloping opportunities for 
graduates so that, in time, 


heads of commercial and in- . 


dustrial firms will acquire 
the habit of asking for 
qualified men. 

To make the work of the 
credit man a recognized pro- 





fession means hard labor 
and lots of it, but it is well worth the effort. 

Let me tell you a story. Some years ago, a teacher came 
to me to inquire about a teachers’ course. His first question 
was, “How long will it take me to obtain the degree?” I said, 
“Have you all the subjects of the first year?” He replied, “I 
have.” “Then, it will take you five years, at least.” He sighed, 
he groaned, and -he said, “Do you realize that I am forty- 
one years old now and that before I get this degree I shall 
be forty-six?” “No,” I replied, “I am naturally weak in 
mathematics; but do you realize that you will be forty-six 
just as soon if you don’t take this work as if you do? Why 
not have your degree when you are forty-six rather than not 
have it?” 

Don’t think that we are too old to study. It is a pleasure, 
not a task, to study. Try it. Get the joy of it. And not 
only is study pleasurable but it is profitable too. Dean Snell, 
of the University Extension Division, of the University of 
Wisconsin, says: 

“Our older view of edu- 
cation may be pictured by 
the well-known analogy of 
the camel’s hump. Before 
Starting on our journey of 
‘practical’ life, our minds 
were filled with knowledge, 
much as the camel at pas- 
ture stores his hump with 
fat, and the supply was ex- 
pected to endure and to 
nourish us all the days of 
our pilgrimage. As we went 


Credit can be made a 
profession by fixing 
high standards of 
study—lengthening the 
time for graduation— 
developing opportun- 
ities for graduates and 
forming the habit with 
business heads to ask 
for qualified men. 
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through the years, we might become thinner and thinner 
intellectually, but we staggered on without later educational 
sustenance. 

“An idea considered axiomatic a few years ago, was that 
‘the old dog cannot be taught new tricks.’ But Professor 
E. L. Thorndike has smashed the supposed axiom by scien- 
tific research, the results of which are published in his book, 
‘Adult Learning’. Dr. Thorndike’s work does four things: 
First, it tells the man from twenty to thirty who has missed 
the advantages of regular schooling that it is not too late 
for him to learn. Second, it informs the college man that 
his learning days are not over at graduation. Third, it 
shows us that adults from twenty-five to thirty-five are 
better able to learn than they were in childhood, and as well 
able as in adolescence. Fourth, it points out that the man 
of sixty can study about as well and as easily as the boy 


of fourteen.” 


Bankers and other busi- 
ness men can help them- 
selves by helping farmers, 
on whom a large part of 
their prosperity depends, by 
encouraging them to become 
better agriculturists. 

Of course, we will admit 


Crops with 
that bankers are not sup- Credit 
posed to understand scien- 


tific agricultural practices (From » artiste that appeared in the 
but they are necessarily in- a eee 

y y 
terested in the prosperity of 
growers, who as bank customers, consumers of merchandise 
and as credit risks, have a definite effect upon the progress 
and stability of the Southern banking field. 

Many bankers have grasped the situation, and consequently 
investigate a grower’s credit in making loans on the usual 
basic qualifications of character, capacity and capital, but 
with greater emphasis on the grower’s capacity as an effi- 
cient and up-to-date farmer. 

These bankers often want to know if the grower, credit 
applicant, is using heavy applications of fertilizers or is 
only fertilizing at a rate practiced ten or fifteen years ago. 
He may inquire about such a detail as the manner in which 
the grower disposes of his plant stalks after picking time. 
He may want to know if the grower gets a heavy vegetable 
growth on his fields before planting, to grow organic matter 
that will be ploughed into the soil to improve its moisture- 
holding qualities. 

Every cotton broker and cotton-belt banker is a link in 
the economic chain of cotton from seeding to spinning. In 
the chain there are a number of fertilizer material producers. 
These are the concerns that mine phosphate rock in the 
United States, potash in Germany and France and that 
manufacture nitrogen in several countries. 

These essential materials for complete fertilization of 
crops—nitrogen, potash and phosphate—are purchased by 
fertilizer manufacturers, who get them on terms not longer 
than 45 days if they have a high credit rating. Otherwise 
the sales are all sight-draft arrangements, which means a 
credit risk is often assumed in these transactions by a local 
banker. (Continued on page 33) 


® 


The percentage of farmers in the South who buy on 
credit varies widely, according to the fertilizer asso- 
ciation’s survey. Generally the percentage is lower in 
most Southern states than in other agricultural regions. 
In West Virginia about 11 per cent of farmers buy fer- 
tilizers on credit and in Florida the number rises to 
about 48 per cent. The principal cotton states range 
as follows: Virginia 26 per cent, North Carolina 40 
per cent, South Carolina 19 per cent, Georgia 33 per 
cent, Alabama 34 per cent and Mississippi 34 per cent. 


Stimulating 
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We cannot claim in 
Canada to be free from 
‘s ® present economic disturb- 
A Canadian § ance, because it is world- 
wide, but we can justifiably 
. f h claim in Canada to have 
View °o t @ ess disturbance than other 
people in the world. The 
New Ta riff employment ratio in Onta- 
rio, while not up to the 
(From the convention speech by C. L. high peak of last year, is 
BURTON) equal to the position of two 

years ago. 

Some of us in Canada are pretty well convinced that 
our position and resources are one of the really prom- 
ising prospects, and one of the really promising hopes 
for the early economic recovery of the world. 

Canada is the best customer of the United States of 
America, three thousand miles of unbroken border 
across which every day many thousands of Americans 
and Canadians travel backwards and forwards, the wide 
circulation of American magazines and periodicals, has 
produced for America in Canada a consuming public 
who have a great appetite for the things which America 
produces. Sometimes similar articles are made in 
Canada, sometimes Canada must import them, and the 
aggregate of this import business was, in the year end- 
ing last March, the Canadian fiscal year ends the last 
of March, and in the last fiscal year we bought from 
the United States for this country eight hundred and 
forty-eight million dollars worth of goods. We sold to 
America during the same time, five hundred and thirty- 
six million, giving a balance, in America’s favor, of 
three hundred and eleven million dollars in the one 
single year, and that has been going on for a great 
many years. 


The commodities Canadians are able to send America 
are necessarily different from those which America 
sends to Canada. If Canada is to continue to buy from 
America, if Canada is to continue to be an increasingly 
good customer of America, she can afford tu adopt 
measures which will promote Canadian spending power 
in Canada. 

I would not like anyone present to feel that I am 
using an opportunity in a discourteous way, that I am 
not speaking in any sense in a critical way if I presume 
to bring to your attention one or two things in the 
relations of Canada and the United States, as peoples 
which are, from the Canadian standpoint, rather sub- 
versive of good relations in business. There are one 
or two practices in which America indulges herself, 
which I might respectfully submit are subversive of the 
influences necessary if Canada is to be a better customer, 
one practice is creating antagonistic tariff restrictions 
against the natural products of Canada. 

America has created a market in Canada for American 
wares, and proceeded virtually to slam the door in the 
face of her best customer. We hear that such measures 
are for the realm of politics, over which men and women 
like ourselves have no control, but there is a growing 
opinion in Canada that the American people as in- 
dividuals, show sufficient interest, they can control and 
influence the direction of American political life. I am 
sure that a matter of this kind, if judged by a body such 
as is before me today, by men and women who would 
have in mind the prosecution of legitimate business, they 
would realize that the progressive and increasing re- 
strictions against Canadian trade with America in 
natural products is a short sighted policy. 

There is a wider sense in which American interest 
in Canada should manifest itself, and it affects directly 
the policy of Canada to market favorably the exportable 
surplus and natural products which she has to offer to 
Great Britain and to European countries. Great Britain 
is the best customer Canada has for such products, but 
Canada also has a fair prospect of doing business with 
other countries of Europe providing their spending 
power permits them to buy the product. 
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“Tariff is just a Scape- 
goat,” says Mr. M. D. C. 

Crawford of Women’s ‘a ’ 
Wear Daily. He thinks An American S 
lack of a to our 

mechanical efficiency is . 

running far ahead of eco- View of the 
nomic and social controls. , 

“It is a wholesome and N T n 
time-honored habit to as- ew art 
sociate both economic (Reprinted from Women’s Wear Daily) 
blunders and achieve- 
ments with political activi- 
ties,’ Mr. Crawford says. “The tariff has always ap- 
peared to one group of citizens as an angel of radiant 
grace, while to the other as an apparition from the pit. 
As a matter of fact, it is only an incident in a situation 
that grows more and more complicated. 

“England is a free trade country—or practically on a 
free trade basis—and conditions in England are none too 
cheerful. Australia looks somewhat grimly to a tariff 
even more exclusive than our own, and even with the 
assurance of the passage of the present tariff bill, the 
great barometer of our prosperity reacted vigorously in 
reverse. 

“Political thought—the world over—always lags be- 
hind economic thought and mechanical achievement. A 
distinguished, vigorous and living economist has de- 
scribed the science of politics as an attempt through 
legislative enactment to bring both legislative and social 
conditions in harmony with mechanical achievement and 
mechanical organization. 

“The entire economic world is now dominated by the 
machine and machine processes of production. Great 
genius and energy have been applied to make our ma- 
chine production in all directions answer the last word 
in scientific discovery and inspired invention. Anyone 
can see how far we have gone in this direction, by 
watching a trained road gang laying a concrete high- 
way, and mentally contrasting it with road-building a 
decade or so ago. The same general rate of improve- 
ment of production has invaded many industries. The 
textile industries, because they have been the first in 
the field, have had the least dramatic changes in the last 
generation. 


Problem One of Distribution 


“The world, then, is faced with the curious paradox 
that by the production of vast quantities of wealth, a 
condition almost analogous to proverty may be created. 
No one is so fortunate except for brief periods and 
periods of grave danger, to be able to run a modern unit 
of production to full capacity. The few exceptions to 
this rule are in those instances where distribution and 
production have been well balanced. The problem 
seems, therefore, for the moment at least, of distribution. 


“We are creatures of custom and habit, and some- 
times confuse prejudices based on familiar practices, 
with convictions based on reason and logic. In the 
textile business, with practically no exceptions, methods 
of distribution have remained fundamentally unchanged 
from pioneer days. Some of the customs reach back 
to periods when craft production exceeded in volume 
and variety machine production. There have been 
gestures on the surface which seem counter to this 
statement. Here and there some harassed mill treasurer 
persuades a conservative board of directors to permit 
him to merchandise fabrics as if they were shaving 
cream or chewing gum—i.e., the same principles of dis- 
tribution are attempted, but without either the immense 
physical force and detailed organization used in the 
distribution of shaving cream and chewing gum. 

“Again the textile business suffers from the habit of 
selling a large proportion of its production half finished 
—made without any particular reference to ultimate 


market, or any control over the ultimate quality, price, 
etc. 


(Continued on page 33) 
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“Passing the Buck”’ 


Mr. Justin H. Edgerton has passed the gavel to Mr. A. D. McMullen. 
Brilliant progress characterized Mr. Edgerton’s administration and The Credit World 


takes this opportunity of extending to Mr. Edgerton the admiration and appreciation 


of the National Retail Credit Association for his accomplished service. 
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WORLD 


THE CREDIT 


ON THE CUFF 


History tells us that the birthplace of Installment 
Homes was in the city of Rome just before the dawn of 
the Christian Era, and that its founder was Marcus 
Licinius Crassus, the colleague of Caesar and Pompey, in 
the first Triumvirate. Crassus, enormously rich in gold 
and lands, sought public esteem through service to the 
Roman populace. He opened a way of escape for the wage- 
earning citizens of Rome, from their crowded and com- 
fortless quarters within the city to suburban homes of 
their own, purchased by them on a convenient payment 
plan, and occupied by them at once upon payment of the 
first small installment.” (From New England Conference on Retail Distribution) 


(From an article in Advertising and Selling Fortnightly) 


dising policies of manufacturers 

of products used in the repair 
and maintenance of buildings are tak- 
ing place. 

Those which traditionally have op- 
erated on a cash basis, have taken to 
instalment selling as a defensive 
measure and, with the exception of 
one or two cases, have made decidedly 
satisfactory progress. Two such ex- 
periments are worthy of note here— 
one because it failed and the other 
because it not only succeeded but developed a market which had hardly 
heen touched before. 

The first case takes us back to 1925, at which time the Save the Surface 
campaign, sponsored by the National Paint and Varnish Association, an- 
nounced an instalment plan for painting on the basis of one-fifth on or 
before completion of the work and the balance in ten equal monthly instal- 
ments of not less than $10 per month. An important point in the operation 
of this plan was that neither the painter nor any agency of the paint and 
varnish industry would be “an endorser or guarantor, or in “nv wiv con- 
tingently liable for payment of the amount owed by the house owner.” 
Responsibility, both for credit investigation and for collection, rested with 
two large national finance companies which paid the painter in full upon 
completion of his work and took over the instalment paper. 

Although widely advertised, this plan was abandoned after being in 
force for less than a year. For this a variety of reasons has been assigned, 
among them the following explanation, from authoritative sources : 

From its inception the plan suffered not only from lack of complete 
cooperation of some of the manufacturers but also from the opposition of 
members of the Master Painters Association, who saw in it a scheme to 
stimulate sales by the manufacturers and dealers of ready-mixed paint 
directly to the property owner. Since the master painters mix their own 
paint they failed to see where the instalment plan would do them any good, 
but on the other hand would enable ordinary painters with little or no 
capital to compete with the members of the association. 

The home owner is called upon to pay 10 per cent or more in cash upon 
completion of the work, with contracts for the balance running from one 
to two years. Although the contractor is paid the full amount of his bill 
through the finance organization, he is not released from responsibility in 
the event his work proves unsatisfactory. 

For the immediate prospect of the home-building industry is not too 
rosy. Residential construction has dropped from a normal of 50 percent 


RR sine shifts in the merchan- 








Of Special Interest to 


Bureau Managers 


On July 6 an article appeared in the 
Springfield, (Mass.) Union and Republic 
under the heading, “Stricter Credit Plan 
Projected.” It was the report of a meet- 
ing at Cleveland by a number of build- 
ing and contracting associations for the 
purpose of presenting a united front for 
an intensive nation-wide campaign to 
eliminate loose credit practices through 
the building and construction industry. 

The meeting agreed upon the necessity 
of intensifying and coordinating efforts in 
promoting and launching credit bureaus 
in every city in the nation and ways and 
means to create a permanent credit struc- 
ture within the industry. 

It was stated that the basic principles 
underlying the credit stabilization move- 
ment which will guide the committee in 
drawing up a program for standard pro- 
cedure are the same as those now being 
successfully applied in Detroit, Memphis, 
Los Angeles, Milwaukee, and other cities, 
with the additional feature of having the 
Bureau of Contract Information, Inc., 
Washington, act as the national clearing 
house for delinquent accounts and inter- 
change of information—the establishment 
of agreed-upon standard credit terms in- 
cluding an automatic credit cutoff date by 
joint groups of buyers and sellers con- 
cerned, with each trade group in a city— 
the organization of a central credit bu- 
reau in each city under the joint control 
of various groups participating in the 
movement—the collection of reports on 
all delinquent accounts from the various 
selling groups—the issuance of a monthly 
statement showing the consolidated re- 
ports of delinquent accounts as gathered 
—the cooperative support of standard 
terms with both buying and selling groups 
and the submission of copies of each 
monthly delinquent account report to the 
Bureau of Contract Information, Inc., at 
Washington, for subsequent re-dissemina- 
tion’ on a national interchange basis. 

Previous to this meeting an article ap- 
peared in “The National Builders’ Supply 
Bulletin” predicting the perfection of this 
new organization in which the acting gen- 
eral manager of the Associated General 
Contractors was quoted as follows: 

“It is necessary to have a centralized 
yet neutral organization for the control 
and stabilization of credits in the allied 
construction industries, to be completely 
under the control of the industry and di- 
vorced from any connection with estab- 
lished commercial credit organizations. 
Only such an organization would become 
effective.” 

In the subsequent discussion, the efforts 
of certain established commercial credit 
organizations to break into the construc- 
tion field, now that there has been a sub- 
stantial and growing interest created 
through the agitation by the National and 
the A. G. C., was roundly censured. Sam 
Williams, manager of the Bureau of Con- 
tract Information, said that it has been 
his observation through twenty years of 
credit bureau effort and association work, 


cure thorough and satisfactory coopera- 
(Continued on page 35) 


qo" invariably it was impossible to se- 
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FOR A 


of total construction to 
approximately 24 per cent, 
while building trades un- 
employment stands at 43 
per cent as opposed to an 
unemployment figure of 
22 per cent for all trades. 
Wise real estate and build- 
ing men recognize the ur- 
gent need of radical 
modernization of mer- 
chandising and financing 
methods in this field. 

One of the best known 
of the time - payment, 
“home complete” concerns 
is the Hartman Furniture 
Company, chain organiza- 
tion with headquarters in 
Chicago, which will build 
and. completely furnish 
homes ranging in price 
from $5,000 to $20,000 on 
the instalment plan. 

Whe Hartman Company 
neqtiires no large initial 
payment, sixty monthly 
payment being required 
to pay off all building 
costs, finance charges and 
costs of surveys, title 
search, etc. An architec- 
tural department and a 
sales force devotes its en- 
tire time to selling homes. 
Terms of sale to which 
the buyer agrees stipulate 
that furnishings amount- 
ing to 15 per cent of the 
cost of the home must be 
bought at the store. 

Building a home is a 
major event in the ordi- 
nary man’s life. Factory- 
cut houses have saved him 
much worry and waste, 
and factor y-furnished, 
still more, but factory- 
financed ought to make 
him a free man. 


The business of house construction has ebbed low 
during the past year, and radical stepping-up of mer- 
chandising methods, as the examples here described, 


is imperatively needed. 


3y now the Sears, Roebuck home-building financing 
plan, contemplating the construction this year of 3,000 


NEW ROOF 


By Guy Hulse 


Secretary, National Retail Credit Association 


Perhaps the outstanding success of the 
‘home improvement plan” of the Certain- 
teed Products Corporation, launched a year 
and a half ago, may be attributed at least in 
part to lessons derived from the earlier ex- 
periment of Save the Surface. At any rate, 
the Certain-teed plan, though similar in 
many ways to its predecessor, does not in- 
clude many of the elements which proved 
unsatisfactory in the other. Moreover, it has 
been merchandised on a consistently aggres- 
sive basis. 
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Courtesy of “‘Photoplay”’ 


Building a home is a major event in the 
ordinary man’s life. Factory-cut houses 
have saved him much worry and waste, and 
factory-furnished, still more, but factory- 
financed ought to make him a free man. 
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houses, is well known. 
This plan marked the first 
time that a large merchan- 
dising organization had 
assumed the dual role of 
financier and constructor. 

Homes which are con- 
structed under the Sears, 
Roebuck plan will be 
financed under 15-year 
first mortgages, running 
as high as 75 per cent of 
the value of the house and 
lot. This represents an 
increase of 15 to 25 per 
cent over the first mort- 
gage allowance now of- 
fered by building and loan 


associations, savings 
banks and insurance com- 
panies. 


It is interesting to note 
that the experience of 
Sears, Roebuck does not 
tally with that of the Gor- 
don-Van Tine Company 
of Davenport, lowa, 
which for many years has 
specialized in the mer- 
chandising of ready-cut 
homes and farm buildings. 
This company, which 
financed home construc- 
tion and materials last 
year, discontinued the 
practice this year on the 
grounds that they had 
found it impractical for a 
merchandising concern to 
do a national loan _busi- 
ness. 

Although outstanding, 
the cases discussed here 
are by no means isolated. 
The American Radiator 
Company, through a sub- 
sidiary company, the Heat- 
ing and Plumbing Fi- 
nance Corporation, has 
assisted its clients for a 


considerable period in selling heating equipment on in- 
stalments. The Crane Company, through the First Ban- 
credit Corporation, offers the financing of heating and 


plumbing purchases under the Crane Budget Plan, and 


the Oil-O-Matic Company for some time has offered 
(Continued on page 44) 
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THE CREDIT WORLD 


Of Particular Importance 


Most of the changes which have affected retailing in the 
last few years have happened outside the four walls of the With appreciation ex- 


retail store. 


all conspired to develop in the mind of the housewife a 
degree of style sensitivity. 





Courtesy of ‘‘Photoplay’’ 

A cross section of the film public is a cross section of the 

American public. The young up and coming women are 

strongly influenced by the things they see: style, clothes, 
luxuries, etc. 


of retailing. All retailers are affected but not all in the same way. 

WE HAVE ONLY TO OBSERVE THE DESIRE IN THE 
MINDS OF WOMEN TO BUY THEIR STYLE GOODS IN A 
CITY LARGER THAN THE ONE IN WHICH THEY LIVE. IN 
VERY SMALL TOWNS ALL BUT THE POOREST CLASSES 
BUY STYLE GOODS SUCH AS DRESSES, HATS, OR SHOES 
IN LARGER CITIES AND TOWNS. 

THE SIGNIFICANT THING FOR THE MERCHANTS OF 
ANY CITY TO DISCOVER IS WHAT PLACE THAT COMMU- 
NITY OCCUPIES IN THE SCHEME OF DISTRIBUTION, WHAT 
LINES OF MERCHANDISE IT IS ESPECIALLY FITTED TO 
SELL, AND WHAT CLASSES OF PEOPLE IT IS IN A MOST 
FAVORABLE POSITION TO SERVE IN COMPETITION WITH 
NEARBY LARGER MARKETS. ANY MERCHANT WHO CAN 
FORGET THE MECHANICS OF RUNNING HIS STORE LONG 
ENOUGH TO MAKE AN ANALYSIS OF OUTSIDE CONDI- 
TIONS IS ALMOST SURE TO DEVELOP A MORE PROFITA- 
BLE BUSINESS. 

While the effects of consumer changes are perhaps more obvious in the 
smaller town, they are nevertheless present in the larger city. Style-goods 
stores in larger cities, as they attempt to extend their retail-trade terri- 
tories, are confronted with a number of problems including the coordina- 
tion of advertising media with sales territory, the determination of what 
outlying territories are profitable to develop, and the maintenance of good 
will among smaller cities and towns in their trade territory. 

And as long as people in most smaller cities and towns are subject to 
the competitive appeal of merchants in more than one city, and as long as 
customers pass each other on the highways going in opposite directions 
to buy the same merchandise, the old ring around the city does NOT 


iy ESE consumer changes are definitely reshaping the whole business 


Movies, national magazines, newspapers, radios, 
rising standards of living, increased leisure and social life have 


tended to Dr. W. J. 

Reilly, author of the 

Law of Retail Gravita- 

H tion and to Arthur W. 

high Hat of the University of 
Texas. 


% 


® 


THE PERSUASIVE AND PENE- 
TRATING INFLUENCE OF THE 
MOVING PICTURE 


The moving picture has been mentioned 
by Dr. Reilly as one of the great influ- 
ences that has changed the buying habits 
of American people. In order to uncover 
this influence and to discover just how 
and why it does play such an important 
part the Credit World got in touch with 
Photoplay magazine and received from 
them some very interesting facts. 

The great force of style and the pe- 
culiar phenomenon of female sensitivity to 
fashion is very apparent in some of these 
things contended by Photoplay maga- 


zine. 

Campbell MacCulloch, writing in Lib- 
erty magazine says, “Hollywood, not 
Paris, sets world fashions. New York 
may sniff, London may put up its lorg- 
nette in amazed disdain, Paris may foam 
at the mouth, but deep down in their 
secret hearts they all know that movie 
studios evolve more fashion novelties 
than all of them put together.” 

Merchants can not discount this great 
influence. Detroit Department Stores 
sold out in three days their doll telephone 
covers after a showing of one of them 
in a Cecil B. DeMille picture. “But the 
influence of the movies in shaping the 
tastes of the American people has be- 
come so strong,” says H. C. Clark, sales 
manager of Endicott-Johnson Corpora- 
tion, “that when Colleen Moore is seen 
in a new picture wearing a new style of 
shoe we immediately have to change our 
shoe patterns to conform, which means 
the expenditure of many thousands of 
dollars.” 

Women are the greatest movie fans. 
Women buy 85 per cent of nearly every- 
thing sold and in every movie audience 
they are being induced to greater desire 
for clothes, home surroundings, luxuries, 
et cetera. Twenty-one thousand theatres 
are showing pictures daily to 15,700,000 
people. A cross section of the film pub- 
lic is a cross section of the American 
public. $1,750,000,000 is invested in these 
theatres. More than 350,000 people are 
employed and more than $750,000,000 are 
the annual receipts. 

It would be well for merchants to 
watch the movies to see the previews if 
possible so as to be able to stock those 
things that are emphasized favorably, 
as the demand is sure to follow. 

Campbell MacCulloch says again that 
the women of the country at large get 
very intimate knowledge of what is 


(Continued on page 26) 
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to the Small Merchant 


The direction of trade of the different income classes involved in “out-of-city trading” is dependent upon a 
wide variety of circumstances, the most important of which are the population of the city in which the con- 
sumer lives and the proximity of this city to a larger city. 


fix trade terri- 
tory. 

The trade of a 
drug store, a gro- 
cery store, or a 
cigar store is usu- 
ally confined to 
an immediate 
neighborhood. 
But retailers’ out- 
lets handling 
style and special- 
ty goods exercise 
a wide influence. 
Mrs. Jones buys 
her staple gro- 
ceries at a neigh- 
borhood store, 
but is willing to 
motor 100 miles 
or more if she 
thinks she can 
find a hat that she 
likes—a hat that 
her friends at the 
bridge party have 
never seen and 
will admire be- 
cause it came 
from a distant 
and larger city. 

Almost no one would deny that within recent years 
there has been a steadily increasing emphasis upon 
style. Perhaps the automobile, by increasing social 
intercourse and style consciousness and by making it 
easier for consumers to travel longer distances to sat- 
isfy their style requirements, has been partly responsi- 
ble. But whatever factors are responsible, the effect 
of this increasing style demand for the satisfaction of 
individual tastes may be observed in the centralization 
of style-goods markets. Ten years ago the major shop- 
ping centers in the United States numbered over 1,000, 
whereas now, in spite of a marked increase in popula- 
tion, the number of major shopping centers has de- 
creased to less than 700. 

On the other hand, retail markets for the distribu- 
tion of standardized products, such as soap, cigarettes, 
staple food products, drugs, refrigerators, and auto- 
mobiles, are becoming more highly decentralized. The 
number of such markets is increasing. Retail outlets 
for the distribution of standardized products are now 
found in nearly every neighborhood. 

As far as local competition is concerned, any retailer 
may be interested in comparing the distribution of his 
charge accounts with the distribution of total charge 
accounts of those competing stores in his city which 
are in a similar line of business. For he may have lit- 
tle or no business in a town where competitors have 





The young woman between the age-of 18 and 30 is the greatest dominating in- 

fluence of modern merchandising and the moving picture is the predominating in- 

fluence in moulding her tastes. Merchants can not discount this great influence. 

Detroit department stores sold out in three days their doll telephone covers after 
a showing of one of them in a Cecil B. DeMille picture. 
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developed an ap- 
preciable amount 
of business. The 
fact that other 
similar stores 
have secured cus- 
tomers in sur- 
rounding towns, 
offers significant 
evidence of a pos- 
sibility of devel- 
oping business 
there. In other 
words, AN EX- 
AMINATION 
OF THE DIS- 
TRIBUTION 
OF COMPETI- 
TORS’CHARGE 
ACCOUNTS 
GIVES A RE- 
LIABLE BASIS 
ON WHICH 
THE RETAIL- 
ER MAY CON- 
SIDER THE 
POSSIBILITY 
OF EXTEND- 
ING AND PRO- 
MOTING HIS 
BUSINESS. 

But retailers of style goods often compete in the sur- 
rounding territory with retailers of style goods located 
in another large city. By furnishing a basis on which 
the relative strength of two or more cities in a smaller 
town was be measured, these methods enable a retailer 
of style goods to compare his competitive position in 
surrounding towns with the competitive position en- 
joyed by stores of another adjacent large city. 

Because it is primarily in connection with style and 
specialty goods that large-city retailers draw trade from 
smaller towns, the small-town retailer should not look 
upon the large-city retailer primarily as a competitor, 
but should adapt his merchandise to those lines in con- 
nection with which he is able to supply the demand of 
his local trade. 

The small-town retailer has some advantage over the 
large-city retailer in serving his immediate community, 
for he is nearer to customers in that community and 
he can give faster service. In fact, the case of the 
small-town retailer is by no means a hopeless one if he 
will adapt his business to the place which he naturally 
occupies in the distribution system. 

THE DIRECTION OF TRADE OF THE DIF- 
FERENT INCOME CLASSES INVOLVED IN 
“OUT-OF-CITY TRADING” IS DEPENDENT 
UPON A WIDE VARIETY OF CIRCUM- 
STANCES, THE MOST IMPORTANT OF 


Courtesy of “‘Photoplay’’ 
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WHICH ARE THE 


CITY IN WHICH THE 
AND THE PROXIMITY 


LARGER CITY. 

\n appreciation of this 
retail relationship be- 
tween larger cities and 
smaller cities leads the 
retailer into a study of 
the local buying habits of 
those classes of people 
whom he is attempting to 
serve in relation to the 
kinds of goods that he is 
attempting to sell. Take 
for example a retailer in 
a small town of 1,000 
who is attempting to han- 
die a full line of wom- 
en’s wear. Suppose that 
this retailer, in studying 
the buying habits of his 
customers, discovers that 
all but the very poor 
classes of women of that 
town prefer to buy their 
shoes in larger cities. 
That retailer has two al- 
ternatives. If he wishes 
to continue to sell high- 
grade women’s shoes, he 
must move his business 
into a larger city. But if 
he wishes to continue do- 
ing business where he is, 
he must discontinue sell- 
ing women’s shoes entire- 
ly or he may try to carry 
a lower price range of 
women’s shoes that are 
suitable to the poorer 
classes of women in that 
town who buy their shoes 
at ‘home. 

When a merchant lo- 
cated in a small city at- 
tempts to offer full lines 
of style and_ specialty 
goods that the 
smaller city can- 


POPULATION OF THE 


THE CREDIT WORLD 


CONSUMER LIVES 
OF THIS CITY TO A 








| — - a 





Courtesy of ‘‘Photoplay’’ 


Mr. M. C. Clark of Endicott Johnson Cor- 
poration says that when a popular actress 
is seen in a new picture wearing a new 
style of shoe we immediately have to 
change our patterns to conform ... on 
their feet constantly . . . shoes to match 
costumes. Is five pair a year at an average 
price of eight dollars in line with your in- 
vestigation? Ask the girls in your office. 





not afford to sup- 
port, some unfor- 
tunate results are 
likely to follow. 

In towns of 
400 or 500 the 
first stage in spe- 
cialization is ob- 
served. Men’s 
and women’s ap- 
parel and dry 
goods as a group 
break away from 
the general store 
and are sold in a 
separate retail es- 
tablishment. Sim- 
ilarly hardware, 
furniture, and 
undertaking, may 


separate as a Clara Bow and Louise Lorraine 





group as may meats and groceries. 
drug store, which is rapidly becoming the general store 
of the small town, sells all kinds of standardized mer- 








At this point the 


chandise. In the smaller 
towns the drug store usu- 
ally sells most of the jew- 
elry sold in the town. 

In towns of 1,000 to 
2,000 population, the sec- 
ond stage of specializa- 
tion begins to appear. 
Stores are found which 
sell only women’s wear 
or only house-furnishings 
but in either case the lines 
are incomplete. In con- 
nection with women’s 
wear, we find that the 
lines are fairly complete 
with the consistent excep- 
tion of women’s shoes. 
In other words, it seems 
that the town of 1,000 is 
large enough to support 
every item of women’s 
wear except shoes. 

The next stage of spe- 
cialization is found in 
towns from 2,000 to 
3,000. Here jewelry 
stores and music stores 
begin to appear, but the 
jewelry store is usually 
combined with either the 
service of an optometrist 
or the sale of musical in- 
struments. Towns around 
3,000 seem to be large 
enough to support a store 
that sells only men’s ap- 
parel and they usually 
have complete lines in- 
cluding men’s hats, shoes, 
suits, overcoats, and gen- 
eral lines of men’s fur- 
nishings. 

The next stage of spe- 
cialization is the appear- 
ance of the fur- 
niture store in 
towns beginning 
around 4,000. 

In towns 
around 6,000 pop- 
ulation the stores 
seem to become 
sufficiently spe - 
cialized to empha- 
size one item of 
men’s and wom- 
en’s apparel. Not 
until one gets in- 
to towns above 
10,000 do stores 
begin to appeai 
that sell only 
men’s and wom 
en’s shoes. 

As a tow! 
passes the 30,00) 


wearing new style shoes in one of their pictures. mark, we begin 
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to observe some of the final stages of specialization. 
We find stores that emphasize one item of women’s 
_wear such as hats, or shoes, but usually in towns from 
30,000 to 60,000 women’s hosiery is sold in those stores 
In towns around 40,000 stores 
that sell only women’s hats begin to appear. 

Finally, in cities from 60,000 up, we find a number 
of stores appearing that sell women’s shoes only, men’s A 


that sell women’s shoes. 


hats only, men’s shoes only, with- 
out any supplementary lines what- 
soever. 

Some of the more important steps 
which might be taken by retailers 
in smaller cities and towns are: 

a. He should adapt his lines of 
merchandise to standardized goods 
and to those style goods bought by 
poorer classes who usually buy 
their style goods in the town in 
which they live. 

b. Whenever possible he should 
buy his merchandise in cooperation 
with others in order to enjoy a 
volume price. 


c. He should study and improve his merchandising 
methods, adopting whenever profitable those methods 
employed by successful competitors or other leading 


retailers in the same business. 


d. The retailers in smaller communities should some- 
how agree to reduce competing lines of specialty goods, 


so that one or two stores 
may feature adequate se- 


another city. 


CASE. 
ANY 
HIGHLY 


The significant thing for the mer- 
chants of any city to discover is what 
place the community occupies in the 
scheme of distribution, what lines of 
merchandise it is especially fitted to 
sell, and what classes of people it is 
in a most favorable position to serve 
in competition with nearby larger 
markets. Any merchant who can for- 
get the mechanics of running his store 
long enough to make an analysis of 
outside conditions is almost sure to 
develop a more profitable business. 


trade territory. 


MUNICATION, 


COMPLICATED 
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be a very important factor in the study of the trade 
influence of one city, and yet occupy little or no import- 
ance as a factor in the study of the trade influence of 


EVERY CITY PRESENTS AN INDIVIDUAL 


THE RETAIL-TRADE TERRITORY OF 
GIVEN CITY IS 


THE RESULTANT OF 
INTER-RELA- 
TIONSHIP OF A LARGE 
NUMBER OF _ FACTORS, 


RATHER THAN THE DIRECT 


RESULTANT OF THE IN- 
FLUENCE OF ONE OR TWO 
OR THREE OR FOUR FAC- 
TORS. 


Factors That May Influence Retail- 
Trade Territory of a City 


It is hardly possible for one to 
contemplate any sort of measure- 
ment of the retail-trade territory 
of a city without being confronted 
with evidences of certain casual 
factors which vitally influence that 


LINES OF TRANSPORTATION AND COM- 
CONNECTING 


A CITY WITH 


ITS SURROUNDING TERRITORY, THE CON- 


DITION OF 
EXTREMELY 


PUBLIC 
IMPORTANT 


HIGHWAYS, AND AN 
MEANS, CUR- 
RENTLY AVAILABLE 
AND PERHAPS MOST 





lections in connection with 
a particular line instead 
of having eight or ten 
stores carry sma!l and in- 
adequate selections. 


e. Experience has 
shown that when the 
stores in smaller cities 


and towns offer to buy at 
a reasonable price those 
agricultural products that 
come from the surround- 
ing territory such as eggs, 
chickens, cotton, grain, 
they have a better chance 
of holding the staple 





goods trade that might 
very well remain in a 
small town but that is 


frequently lost to a larger 
city as an incident to the 
purchase of style and spe- 
cialty goods. 

The actual size of a 
city in which a retailer is 
located is not so import- 
ant. But the relative size 
of the city in comparison 
with other nearby cities 
and towns is important. 
One large city, because it 
is near another larger 
city, may lose some trade 
that it would probably 
enjoy if it were, let us 
say, 200 miles distant 
from any other large 
trading center. Proximity 
to a larger market may 





Ask the girls in your office whether or not 
they spend $66.00 a year for silk hosiery 5. 
- - - . 40 pairs at an average of $1.65 each. 


USED, FOR COMMU- 


NICATING THE 
MESSAGE OF THE 
MERCHANT TO 
PROSPECTIVE CUS- 
TOMERS IN THE 
TERRITORY SUR- 
ROUNDING A CITY, 
IS THE DAILY 


NEWSPAPER. 

Sut without the offer- 
ings of prominent style- 
goods stores and without 
the attractive programs of 
larger theaters, a news- 
paper could not so easily 
pull outside consumers to 
the city and the demand 
for good roads would 
probably not be so great. 





Outline of Factors 


i+ Vinawe OF 
TRANSPORTATION. 

a. Public Highways. 

2. LINES OF COM- 
MUNICATION. 

a. Circulation of the 
daily newspaper. 

b. Telephone and tele- 
graph lines and rates. 

3. The Class of Con- 
sumer in the Territory 
Surrounding the Market. 

4. Density of Popula- 
tion in the Territory Sur- 
rounding the Market. 
Proximity of the 
(Continued on page 38) 
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THE CREDIT WORLD 


Good Merchandising, Fair Prices 


Not Enough 


THERE MUST BE PERSONALITY CONTACT 


(From an article in The Mail Bag) 
By VICTOR COLE of John Brenner Co., Oakland, Calif. 


apparently wide-spread conviction on the part of mer- 

chants that good merchandise, fair prices and a liberal 
returned goods policy will keep customers satisfied. Present- 
day competitive conditions 


Tipper seems to be increasing evidence to contradict the 


5. Keep in touch with her—and keep HER in touch with 


your merchandise at regular intervals? 


6. At the end of a year, let us say, if she had not favored 


you again, take steps to find out why? 


You can do all that, re- 





seem to have educated friend 
customer to take all these 
things for granted and un- 
blushingly expect more! 
And every indication points 
to that “more” as being a 
PERSONALITY CON- 
TACT which makes the 
store of one’s choice some- 
thing more than a building 
full of merchandise, indif- 
ferent clerks and highly ef- 
ficient credit men and book- 
keeping systems. 

Eighty-two per cent of the 
average store’s customers 
who have been inactive for 
from 1 to 10 years are still 
alive and residing in the 
same store’s trading area. 

Question 1.—What caused 
these customers to “quit”? 

Answer A. About one- 
eighth of them because of 
complaints not adjusted and, 
in most cases, not even 
voiced. 

Approximately 95 per cent 
of these complaints can be 
uncovered, adjusted, and the 
customer’s good-will re-won 
with a well planned series of 
letters. 

B. The other seven- 








A customer who is sold on patronizing a 


gardless of how “big” your 
store may be, with letters 
produced as the result of 
an intelligent DIRECT- 
MAIL Plan. 

One more thing that a 
specifically controlled DI- 
RECT-MAIL plan will do 
for Mr. Big Merchant. It 
will enable him to improve a 
condition which exists and 
grows in every store. Name- 
ly: the startling number of 
customers who buy in only 
one, two or three depart- 
ments in the store! 

A customer who is sold on 
patronizing a store at all 
can be sold every depart- 
ment in that store if the job 
is gone about intelligently, 
HUMANLY, specifically ! 

“Mailings” to “mailing 
lists” have reached the point 
of diminishing returns for 
the retail store. But per- 
sonal letters from a mer- 
chant to his customers—re- 
gardless of the quantities 
which a_ well built plan 
makes possible—have not 
and never will cease to be 
effective. 








eighths quit for no good store at all can be sold every department in e 


reason at all! 
The percentage of 


that store if the job is gone about intelligent- 


THESE accounts which can ly, humanly, specifically. The average yearly 


be revived varies with the 


The lady above will buy $30.00 worth of orth of a retail custom- 


length of time the custom- hats $313.00 worth of ready to wear, er may be determined by 
’ > . 


ers have been “away.” But 


a well planned series of let- $62.00 worth of lingerie, $66.00 worth of 


dividing yearly sales by 
number of customers. 


ters will bring back enough silk hose, $40.00 worth of shoes and $118.00 Multi ply this yearly 


of them to make the effort 
very, very profitable. 

Question 2.—What can be etc. 
done io reduce the number 
of customers who “quit” 
each year? 

Answer.—A plan which +7 
makes a matter of routine of sending a PERSONAL letter 
to EACH of your customers when a letter is logically 
justified. 

For example: If you knew your customer, Mrs. Jones, 
personally, wouldn’t you— 

1. Thank her for opening an account at your store? 

2. Thank her the FIRST time she made an additional 
purchase? 

3. If she had an installment account, offer her the privilege 
of adding to it when her balance justified such an addition? 

4. Thank her when the account was paid up? 


worth of accessories, jewelry, gloves, purses, worth by the number of 


eo ¢ 


customers who drift away 
and the result is a sum 
which justifies some 
rather serious thought. 

This customer turnover 
which has so staggering an effect on cost of doing busi- 
ness is amenable to improvement. 

By specifically controlled Direct Mail is meant a 
plan which permits the quantity production of letters 
worded to fit the actual store relations of the customers. 

The independent retailer in the small town is giving 
the chain store plenty of trouble even with inferior 
merchandise, higher prices and less attractive displays 
because he knows his customers and treats them as 
people rather than traffic. His secret is personality. 
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What is Instalment 
Selling Doing to Us? 


By DR. CLYDE WILLIAM PHELPS 


HAT is instalment selling 
W doing to us? What conse- 

quences has the instalment 
selling system in store for us in this 
period when business is eight per 
cent below normal, when employment 
is off and payrolls are shrunken? 

Some of our economists and finan- 
cial writers believe that “instalment 
selling is now subjected to an un- 
usually severe trial,” that “instalment 
selling is now up against its first real 
test.” Men without jobs, it is argued, 
cannot keep up their instalment pay- 
ments, and delinquencies, defaults 
and repossessions will reveal a mass 
of “frozen credits” which will deepen 
and prolong this present business de- 
pression. 

It is because I felt that you might 
be particularly interested at this time 
in the relation between instalment 
selling and the business cycle that I 
have prepared this new paper instead 
of presenting again the address on 
some aspects of instalment selling 
that I delivered at the Annual Con- 
vention of the National Association of 
Credit Men at Dallas in May. 

Let us address our discus- 


University of Chattanooga 


Delivered to the Convention at Toronto 
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bounds during the past few years, 
although very possibly the discussion 
of it has. The statement made in 
May by a nationally-known statisti- 
cian to the effect that “instalment 
selling has had a mushroom growth 
in the last few years” is clearly be- 
side the facts. 

The greatest growth of instalment 
selling occurred back in the period 
of 1920 to 1923 when the volume of 
goods sold on the instalment plan 
increased from approximately 
$1,000,000,000 in 1920 to about 
$4,270,000,000 in 1923. This was 
the real period of mushroom growth 
when instalment sales rose in 1923 
to more than four times the figure 
they had attained in 1920. But the 
major cause of this enormous and 
rapid increase was the expansion of 
the automobile industry which by 
1923 had experienced its period of 
largest growth in instalment sales. 


Instalment Sales in 1929. 


During the year 1929, probably 
very close to $6,000,000,000 worth of 


goods were sold on_instal- 





sion to two main questions: 


ments. We see, therefore, 
that in the four-year period 


First, what are the effects of 
instalment selling on business ; 
second, what are the conse- 
quences to the consumer of in- 
stalment selling? Then, we 
may make some pertinent ob- 
servations of value to credit 
men. 
I 


Effects of Instalment Selling 
On Business. 

1. First of all, let us under- 
stand clearly that the volume 
of instalment selling has not 
been increasing by leaps and 





An incident happened in England in the 18th Cen- 
tury which, in a sense, directly paved the way to the 
spread of the system to our own country. There was 
a titled lady living then in London, the Countess Bless- 
ington, who was a very resourceful and intelligent 
woman. Her home was the rendezvous of a coterie 
that included some of the dominant figures of the 
London world of society and politics. er drawing 
room furniture began to reveal unmistakable signs of 
shabbiness. She had a small but assured income, but 
was a woman of limited means. She summoned one 
of London’s fashionable furniture makers, explained 
her income, and induced him to refurnish her drawing 
room under an arrangement by which she paid him a 
certain amount of her income at definite periods. 

Details of the arrangement reached the ears of the 
wits of the London clubs, and they laughed scorn- 
fully with tongue in cheek. Little did they know that 
this was the modernized beginning of a plan which 
would revolutionize the habits of buying the necessities 
of life. 

From New England Conference on Retail Distribution. 








Installment Selling Not Popular in Mexico 
MEXICO BATTLES “EASY PAYMENTS” 


1920-1923 instalment sales 
increased by over 300 per 
cent (or by $3,270,000,000) 
whereas in the six-year 
period 1924-1929 instalment 
sales increased by 40 per cent 
(or by $1,730,000,000). It 
appears, in brief, that instal- 
ment sales have not been 
mounting by leaps and bounds 
during the past few years but 
have been keeping pretty well 
in line with the growth of our 
retail trade. Indeed, if we take 
(Continued on page 42) 





meeting of the principal merchants of Mexico City recently it 
pact to take caenean eee to discourage installment selling of 
merchandise. Most merchants held the view that the practice of sell- 
ing merchandise on “easy payments” increased selling costs, making 
the cost higher to the buyer than if the buyer paid cash. The federal 
department of industry, commerce and labor has offered its cooperation 
in combatting the installment selling plan. 
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Let's Be Optimistic 


USINESS throughout the coun- 
try is generally quiet. It seldom 


happens that some section of 
the country. does not report good busi- 
ness but the bulletins of the Federal 
Reserve System indicate almost uni- 
versal depression. Major 
Agricul- 


Steel, 


industries, i. e., 
ture, Automobile, 
Buildings, Railroads, al! 


show a _ decided decline 
from last year’s figures, yet 
in each of these industries 
there are _ encouraging 
trends which may indicate 
we have reached the bottom 
of the downward swing. 

This time last year busi- 
ness and the stock market 
were riding on the crest of the wave of 
optimism. This year pessimism pre- 
rails in both business and stocks. Last 
year business began to fall off in June 
and in November the stock market 
crashed. 

We found our optimism was not 
well founded and it may be our pes- 
simism at this time is not justified. 

The fact that this depression has 
lasted several months may be just the 


thing we needed for a readjustment 









of production to consumption. Excess 
supplies of merchandise and material 
in the hands of manufacturers, whole- 
salers, jobbers and Retailers have been 
reduced to normal and individual citi- 
zens who had curtailed buying are 

finding it necessary to 
replace personal and house- 
hold needs with new mer- 
chandise. This latter fea- 
ture should create a demand 
which will bring many un- 
employed back on the pay- 
roll. 

Of course lack of em- 
ployment is the thing which 
affects the Retailer. If peo- 
ple are not earning they 
cannot spend and it not 
alone slows up business all down the 
line, but each unemployed person adds 
his voice to the general pessimistic note. 

The Federal Reserve authorities no 
doubt will make readjustments so as 
to stop currency and, credit infla- 
tion, which is so necessary before we 
can have any general revival of indus- 
trial activity. 

Let’s be optimistic, but face facts 


and carefully watch Credit and Collec- 


tion trends. 


Sn 


M ANAGER-TREASURER, 


NATIONAL RetTatL Crepit ASSOCIATION. 
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GENERAL BUSINESS 
CONDITIONS 


General trade is still in 
the state of coma with some 
prices reaching the lowest 
levels of record. Depart- 
ment stores have struggled 
valiantly to stimulate buy- 
ing through sales but with- 
out the expected success. 
Receipts are still below last 
year. The summer vacation 
period approaches and that 
means continued lull. One 
bright exception is the en- 
heartening demand for va- 
cation goods at low price 
ranges. Collections remain 
slow and tedious for the 
credit department. The 
automobile retail industry 
is facing a problem with 
Ford and Chevrolet taking 
about three-fourths of the 
market. The remaining 
quarter is weak nourish- 
ment for the balance of the 
dealers and sales are re- 
puted to be off twenty per 
cent or more. Idle hands 
are still a drug to the retail 
markets with no relief in 
sight. Production does not 
have a brilliant outlook 
with the new tariff throw- 
ing mud in the face of ex- 
port buyers. Hard work 
and rigid economy are still 
watch words placarded for 
all to see. 


Agricultural Situation 

The earliest crops mov- 
ing to market are yielding 
low prices and must be so 
sacrificed because of press- 
ing need for ready funds. 
Unfavorable weather condi- 
tions may have some deter- 
ring effect on early crops to 
be harvested; rains have 
been needed to offset 
scorching temper atures. 
Farm markets do not ap- 
pear to be very welcoming 
for fall sales. Too much 


The Veering Flaw 


. . and he watched how the veering flaw did blow. 
. . .. then steered for the open sea. 


By 
H. W. Pote 


Some feel that credit lines should be con- 
tracted in dull periods and extended 
during the rosy ones. Few seem to real- 
ize that exercising the latter leads di- 
rectly to the former. Far better to have 
one consistent policy not warped by the 
sentiments of the business barometer and 
a known matter of record for all of the 
clientele. 


Business Is Just 8% Below Normal 


The map of 
last month 





The map of a 
year ago 


The second quarter of the year is now ex- 
pected to make a not much better showing— 
if any better—than the first quarter 





Courtesy of Nation's Business 
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uncertainty exists over the 
operation of the Farm 
soard. 


Employment 


No visible improvement 
is noticeable. The Veterans’ 
Bureau is organizing em- 
ployment agencies for ex- 
service men but there are 
too few employers making 
use of this opportunity to 
get men. General Electric 
Co. is leading the way for 
the trial of unemployment 
insurance to be supported 
jointly by the company and 
the employees. 

There is a very wise pol- 
icy which seems to be gen- 
erally accepted whereby 
wages and hours will be 
arranged to provide work- 
ers with some sort of livable 
income rather than cut 
down labor costs through 
the customary layoffs. 


The census department 
now announces that 
between two and three per 
cent are out of work. Most 
of these are in the manufac - 
turing districts. Mining and 
the manufacturing lines are 
showing the worst records 
for slack operations. Cur- 
rent figures are between ten 
and twelve per cent below 
last year. 


Credit Conditions 

Retail buying continues 
from hand-to-mouth and 
cash transactions are grad- 
ually giving away to more 
installment business in 
some lines. The now fa- 
mous study of the 100 Ford 
families revealed that 59 
were buying something on 
time. 

Collections as reported 
from the chief markets of 
the country remain slow but 
business failures, while they 


(Continued on page 26) 





Page 22 





The San Francisco Bureau Files 
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An ounce of protection is worth a pound of cure. 


Caught 


in the Files of a Credit Bureau 
By M. G. RILEY 


Mgr. Kansas City Bureau 


N DECEMBER 22, 1927, a young man, then 
twenty-seven years of age, heard the gates of 


San Quentin Penitentiary close behind him. He 
had before him a “stretch” of five years for forgery. 
He became a model prisoner, for he soon learned that 
only model prisoners were treated with consideration. 


They had planned to go to California. Kansas City was 
on the direct route. His finances were getting low, the 
total sum of $1.20 was in his pockets. He couldn’t go 
far beyond Kansas City on that amount. Just what his 
plans were are not known, but it is a fact that he signed 
an order for a new Pontiac automobile on June 3, 1930. 





It wasn’t long until he 
was assigned to Road 
Camp No. 17 at Oroville, 
California. Here he had 
many opportunities for 
escape, and finally on 
Nov. 24, 1929, he could 
resist temptation no 
longer and he disap- 
peared. 

What this fellow did 
from November 24, 1929, 
until June 3, 1930, or 
where he was he alone 
knows. He was an es- 
caped convict, so natur- 
ally he did not wish to 
attract any more atten- 
tion than was necessary. 
He visited among many 
middle western cities, 
Jacksonville and Alton, 
Illinois, that much is cer- 
tain, for it was in one of 
those towns that he mar- 
ried a nice young lady 
who had been his child- 
hood sweetheart. To her 
he was known by his real 
name. She did not know 
that the Chevrolet coupe 
he was driving had been 
obtained by fraud under 
an assumed name and 
that the G. M. A. C. in 
Peoria, IIl., was carrying 
the paper on the car. 








A New Worry for Credit Managers 


Credit Managers cannot help but view with con- 
siderable alarm the trend toward dishonesty among 
men and women holding positions of trust and ap- 
parently having all the qualifications of a good credit 
customer. 


’ 


Almost every issue of the daily papers carries 
stories of embezzlement, fraud and manipulation not 
by professional crooks, but men and women of high 
standing in their communities—Bank and Corporation 
officials, trusted employees to whom the finger of 
suspicion has never been pointed. 


It is amazing to note the great increase in the num- 
ber of cases reported. In fact the possibility of credit 
loss through dishonesty has grown to be a greater 
problem than that of personal bankruptcy. 


While the great majority can be traced to gambling 
and speculation, the real basis of a large percentage 
is extravagance and Credit Managers today will do 
well to inquire carefully into the personal habits of 
their customers and keep in touch with their social 
life. 

D. J. WOODLOCK. 








He was to trade in the 
Chevrolet and told the 
auto company he would 
obtain a bill of sale in a 
few days from Califor- 
nia; for the car carried 
California tags. His 
story was that he intend- 
ed to open up a business 
of his own. He gave his 
right name and said his 
home was in San Ber- 
nardino, California, and 
that he was a painter by 
trade. He gave several 
paint companies in San 
Bernardino as reference. 
He was a rather convinc- 
ing talker and the sales- 
man who sold him was 
well impressed with him 
and his story. 

In the regular order of 
business the G. M. A. C. 
received the paper on 
this deal. The Credit De- 
partment was asked to 
make a rush case out of 
the deal. They had sev- 
eral references they 
could wire in San Ber- 
nardino and although on 
its face the application 
did not show average 
risk, it was their duty to 
get the facts and give 
their dealer an answer. 
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How would they get the credit in- 
formation ? 

Wire direct themselves or request 
the Merchants Association Credit 
Bureau, Inc., of Kansas City to wire 
the Bureau for them? 

The dealer was in a hurry—he had 
said so! 

G. M. A. C. always tries to meet 
every reasonable request from their 
dealers. 

The efficient young lady who han- 
dles the detail on the Credit Desk at 
G. M. A. C. had to make the decision. 
She selectetd the Bureau and was as- 
sured of prompt service. 

At 3:02 p. m. June 3, 1930, the 
following telegram was sent by the 
Merchants Association Credit Bu- 
real: 


“San Bernardino Business Mens As- 
sociation, 
25 Fuller Building, 
San Bernardino, California. 
DIVISION CREDIT BY TO- 
MORROW MORNING SURE 
JOHN DOE THIRTEEN THIR- 
TY SIX WEST SECOND 
STREET STOP PAINTER PA- 
PER HANGER STOP W. G. 
FULLER PAINT COMPANY 
CITY PAINT COMPANY J. C. 
MURRAY GROCER B. W. 
WARD AND COMPANY FIRST 
NATIONAL BANK 
Merchants Association Credit Bu- 
reau, Inc. 
Kansas City, Missouri. 


3y night letter sent June 3rd and 
received in Kansas City at 10:17 
p. m. the following reply was re- 
ceived the first thing on the morning 
of June 4th: 


“Merchants Association Credit Bu- 
reau, Inc. 

Hewson Building, 

Kansas City, Mo. 


JOHN DOE SENTENCED TO 


SAN QUENTIN PENITENTI- 
ARY FOR FORGERY NINE- 


TEEN TWENTY SEVEN AND 
ESCAPED NINETEEN TWEN- 


® 


I have been paying my 
bills promptly, I am appar- 
ently a sucker. I am not 
going to pay my bills so 
promptly, unless in the next 
three or four years you edu- 
cate me to believe that I am 
only doing that which I 
ought to do, that which I am 
expected to do. 


We have had a magnifi- 
cent illustration of the dif- 
ference in attitude toward 
crime and transgression 
since we have had probibi- 


tion.—S. L. 
@ 


TY NINE STOP REWARD FOR 
CAPTURE AND RETURN STOP 
WANTED ALSO BY SAN DI- 
EGO SHERIFF STOP AGE 
TWENTY SEVEN HEIGHT 
FIVE FEET FOUR AND ONE 
HALF WEIGHT ONE HUN- 
DRED FORTY FIVE EYES 
GRAY HAIR BROWN STOP 
TATTOOED BLUE ARROW 
LOWER LEFT ARM STOP 
HOLD. PENDING WORD FROM 
CALIFORNIA AUTHORITIES. 

San Bernardino Men’s 
Association, 

San Bernardino, Calif. 


Jusiness 


G. M. A. C. and the Detective De- 
partment were notified. Two capable 
detectives were put on the job with 
the Kansas City Bureau Manager. 
He was not registered at the hotel, 
the address he gave on his applica- 
tion. He was not expected to return 
for a day or two to the motor com- 
pany. 

Had he suddenly left town—afraid 
he might be caught ’ 

The hotel register revealed a mar- 
ried couple registered from San Di- 
ego, California, aiid the handwriting 
was somewhat similar to that of 
John Doe. He was not in his room, 
but his wife was. We would wait 
until he came in. While waiting, one 
of the detectives saw a Chevrolet 
coupe with California license piss 
the door of the hotel. He _ fol- 
lowed it. The man who got out of 
the car in the next block returned to 
the hotel. He answered the general 
description of John Doe so he was 
picked up and at Police Headquarters 
he admitted he was wanted in Cali- 
fornia. He signed a waiver to be re- 
turned there. 

The Chevrolet coupe was recovered 
by the Kansas City branch of G. M. 
A. C. and held for their Peoria of- 
fice. 

G. M. A. C. in Kansas City had 
been protected from a sure fire bad 
deal. California had an escaped con- 
vict. The G. M. A. C. in Peoria, IIl., 
had their Chevrolet. 

And only because the Credit Bu- 
reau had been used! 

It is only fitting that we go behind 
the scenes for a few moments and 
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see what happened in San Bernar- 
dino when they got the wire from 
the Kansas City Bureau, or better 
still, let Mr. A. M. Nye, Manager 
of the San. Bernardino Bureau, tell 
that in his own words as he does in 
extracts from a letter he wrote after- 
wards to Mr. M. G. Riley, Manager 
of the Bureau in Kansas City. 

Mr. Nye says: “The references 
named in your telegram didn’t mean 
anything. Three are now non-exist- 
ent, one didn’t know him and one 
did. It happened that we had a file 
on him and the only thing in that file 
was a newspaper clipping in 1927, 
mentioning his arraignment on a 
charge of forgery. With that as a 
starter I ran his trail through the 
Justice Court, Superior Court, Sher- 
iff and Sheriff’s Identification Bu- 
reau. 

“I knew something of what the 
service would probably mean to you 
and took a lot of personal satisfac- 
tion in getting it for you. It is espe- 
cially pleasing to learn that it was so 
timely and concerned so important a 
subscriber as General Motors Ac- 
ceptance Corporation. The sales les- 
son to G. M. A. C. and all their 
sisterhood is, that Hooper Holmes, 
Retail Credit, Bradstreet, and all 
such have no local, individual file at 
command. It is a two to one shot 
that had G. M. A. C. cleared him 
through any agency other than the 
Credit Bureau, they would not have 
received the prompt and definite re- 
port of criminal record, for the rea- 
son that none of those other agencies 
would have had a file to contain the 
newspaper clipping that put us on the 
trail.” 

There are 1100 Credit Bureau 
members of the National Retail 
Credit Association ready and willing 
and capable of rendering this kind of 
service, 

Good credit reports do not make 
good stories, but the service on the 
good ones is what makes for profit- 
able and safe business—be it mer- 
chandising, banking or financing. 


© 


I buy goods, I receive biils, 
I pay, that closes the trans- 
action, apparently satisfac- 
tory to the store, certainly to 
me. But no one has ever 
asked me, no one has ever 
told me, as an individual 


buyer, what I was expected 
to do. 
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The Damon and Pythias 


UT where the 
tall redwoods 
sweep the clouds 
there are twin bu- 
reaus which are 
making bureau his- 
tory. Our report- 
er talked to the 
manager of these 
bureaus one morn- 
ing at the conven- 
tion. (Can you 
imagine an 8 
o'clock breakfast 
appointment at a 
convention—especially when business sessions started at 
12 midnight and finished at 5 a. m.?) But our re- 
porter listened to an interesting story. 
Mr. Shermantine is the manager, and he told in a 
modest way about the two bureaus over whose destiny 
he presides—San Francisco and Oakland, California. 





Office of the Manager, Mr. S. E. Sher- 
mantine 





A View of the San Francisco Bureau 


Mr. Hulse of the National Office, a gentleman whose 
memory and impressions are depended upon by THE 
Crepit Wortp visited these bureaus last spring. He 
refers to them as the “Damon and Pythias” of the Serv- 
ice Department. 

In San Francisco Mr. Shermantine holds, chief com- 
mand of both bureaus, while under his able generalship 
Col. W. H. Winters holds second command at Oak- 
land with Mr. Charles J. Benson at San Francisco, both 
bureaus then are well supported by Lewis P. White as 





The Turrets at San Francisco 


San Francisco has 
just become 100% 
National and has sent 
in 375 new members 


giving them a total of 


475 


SAN FRANCISCO 


C. O. of the Ad- 
justment Depart- 
ment. 

It is difficult to 
personalize a cred- 
it bureau. A very 
efficient one is a 
very automatic 
thing, but beneath 
the recognized effi- 
ciency of these two 
bureaus is a real 
personality which 
expresses itself 
first in the charac- 
ter of staff which runs them and secondly in the char- 
acter of the service they give. Here is the place where 
east meets west. 

Between the two bureaus are the records of a mil- 
lion people. From every city and town in the union, 
California receives her quota, and both of these bureaus 
have a tremendous job in gathering 
information and passing it on to 
their merchants. In the San Fran- 
cisco bureau during the months of 
January, February, March, April and 
May there was issued 86,707 re- 
pofts, and in the Oakland Bureau, 
42,659, a total for these two bureaus 
in these five months of 129,366 re- 
ports delivered to their members. 

And in speaking of personality, 
Damon differs from Pythias only in 
size and style. One of them is taste- 
fully finished in walnut; the other in 
light oak—a brunette and a blond. 

They are particularly noted for 
their orderly and efficient arrange- 
ment. The battery of files in the San Francisco bureau 
certainly typifies “Files on Parade.” You have just 
been given an idea how many “Danny Deever’s” are 
taken out of them every day to be shot at sunrise. 

They have the latest and most complete filing system 
available to date for credit operation. The files are 
arranged in such a way that they are so easy of access 
that the time required to get the dope is the absolute 
minimum. 

The bureau’s Turret System indicates that they have 
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Fact vs. Subterfuge Here! 
The Law Department 


Typing Room Craftily Sound Proofed 
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of the Service Department 


AND OAKLAND 


the latest im- 
provements in 
rapid transmis- 
sion of reports 
toinquiring 
members. 

The entire of- 
fice is craftily 
fitted with sound 
proof construc- 
tion so well that 
when you go in- 
to the typing 
room where the 
reports are pro- 
duced by an 
army of typists using the average noisy type of type- 
writer, you are surprised to find them as silent as if 
noiseless typewriters were used. We understand that 
this soundproofing cost about $2,000. It was obviously 
a very wise expenditure. 

The Collection Department occupies the floor directly 
beneath the Reporting Department in the San Francisco 
office. (There is no collection department in the Oak- 
land bureau.) This department handles a tremendous 
volume of collections. 

Both these bureaus are 100% National and they have 
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The Oakland Bureau 


Managers and 
it is upon their 
shoulders that 
the real crea- 
tion of the Com- 
munity idea as 
applied to local 
credit situations 
rests, and its ul- 
timate _realiza- 
tion lies with 
them. 

Mr. Sherman- 
tine is far vi- 
sioned. He rec- 
ognizes that 
worth while endeavors are usually best accomplished by 
a comparatively few individuals who have ability and a 
grasp of the project. Take a small portion of business 
men and sell them an idea and have them execute it as 
leaders, then the project takes hold automatically as the 
result of the leadership evidenced. 

The first step for Mr. Shermantine is to sign as many 
as he can get of his leading merchants to an agreement 
setting forth just what the terms are to be in the city 
of San Francisco and Oakland and have them under- 
stand that those terms are to be lived up to. After he 
has this agreement his next step is to 
go into the newspapers and announce 
what has been done in consecutive, 
continuous, educational advertising 
with the correct psychological ap- 
proach upon the subject to the buying 
public of the two communities. The 
rest of the merchants through the 
printed word in the newspaper will 
be sold that this thing is actually es- 
tablished and will soon fall into line. 
There is great advantage for the mer- 
chants to fall in line with Mr. Sher- 
mantine’s efforts in this direction. 

First—The elimination of the pyra- 
miding of accounts. 

Second—A proper turn-over or per 
cent of recovery on receivables. 

Third—An intelligent control of 

(Continued on page 26) 


There are a Million Cards On File Within the Two Bureaus 


come to the special notice of the National Office re- 
cently through the effort of Mr. Shermantine to estab- 
lish a community credit policy. He recognizes that the 
first step in its development is to establish a community 
credit conscience. This is necessary for complete co- 
operation in the development of correct credit terms and 
a rigid adherence to the terms after they have been 
determined, and then these terms with the merchants 
working in accord and harmony, must be proclaimed to 
the credit users of San Francisco and Oakland, and 
contiguous territory. 

Credit Communities are created largely by Bureau 


The Bureau's Turret 
System indicates 
that they have the 
latest improvements 
in rapid transmission 


The entire office is 
craftily fitted with 


sound-proof con- 


of reports 





struction 


The Turrets at Oakland 
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(Continued from page 25) 
credit losses as reflected in the Profit 
and Loss account. 

Then they must realize that a cer- 
tain definite turn-over or per cent of 
recovery must be had on Accounts 
Receivable, in order that they do not 
accumulate FROZEN ASSETS. 
The only merchant in America. who 
owns cashable Frozen Assets is the 
ice man. Frozen Assets is but an- 
other name for “FOOLISH CRED- 
IT EXTENSION.” 

Mr. Shermantine has set out on 
the highway that leads to sane, profit- 
able credit merchandising. All he 
needs to accomplish it is an enlight- 
ened fraternity of retail merchants 
to back his leadership. 


® 


Someone who is being sup- 
ported for three months by 
the retailers is a kept man or 
a kept woman.—s. L. 


@ 


Creditorial 


(Continued from page 6) 
wrecked faith and broken confidence, 
problems in sociology; despite all this, 
we have also experienced that deep 
sense of satisfaction in having been in- 
strumental in the rehabilitation of the 
less fortunate and those of no hope. 


In community relationship there is an 
almost virgin field for the improvement 
of credit conditions. Many merchants 
of the country are apparently ignorant 
of the value of an efficiently managed 
bureau, its aims and objects, and the 
benefits to be derived in his own busi- 
ness by closely cooperating with it. He 
has not been sold on the merits of civic 
organization of credit through concerted 
action and standardized practice; the 
map is decidedly “streaky” in this re- 
spect. 

True, there are those few bright 
spots in our National geography, where 
a:Community Credit Policy prevails, 
and where as the result of earnest en- 
deavor on the part of men with vision 
and foresight, we may turn our eyes for 
inspiration and encouragement but until 
this is the general rule and not the ex- 
ception, we can never rest on our oars 
satisfied. 

Three things are vital and necessary 
in the realm of retail credit today: 
First, subscription to an adequate code 
of ethics. Second, a national community 
credit policy. Third, a universal system 
of credit education, in its broadest and 
general sense. These three, but the 
greatest of these is “Education”. 


The Veering Flaw 


(Continued from page 21) 


show some slight increase in number, 
do not gain in liabilities. This is an 
indication that the larger firms are 
weathering the storms much better 
than the smaller ones. 


Week of June 26......498 failures 


19......466 

This week, 1929......349 
1928......409 

1927......455 

1926......327 


Bradstreet’s for June 28th shows 
an interesting survey of six industries 
having comparative credit losses for 
the past three years as follows: 


1929... 697 % 
ae 567% 
1927.00.22... 617% 


Men and Boys’ clothing had the 
least credit losses while Boots and 
Shoes had the highest. 


Commodity Prices 


Contemporary writers say that 
prices are to be stabilized at present 
levels. If this is so, then the up-turn 
is not far hence. Foods and farm 
products have shown new low points. 
In general prices are between seven 
and ten per cent lower than last year. 
Severe competition in brands of food 
products is being felt. Independents 
are giving chain operators a better 
fight for the consumer’s dollar. 


Building Operations 

Highway construction added to 
that undertaken by utilities gives the 
only advancing activity in this field. 
Private enterprise which includes 
residential building lags well behind 
its performance for last year. Current 
figures indicate the difference is about 
thirty or thirty-five per cent. The 
sales results for companies handling 
allied products bears out this situa- 
tion. Strong bids are being made for 
the remodeling or modernizing mar- 
ket which provides outlets with de- 
creased competition. This is well or- 
ganized in the plumbing and heating 


industries. 
Credit People have been 
almost as inarticulate as 


Bankers. Now is the time 
to advertise.—S. L. 


THE CREDIT WORLD 


Stock Market 

The nose dive that prices took in 
June gave the returning confidence a 
severe jolt. Undoubtedly this has had 
a deterring effect upon general busi- 
ness. Prices have plunged to lower 
levels and only the best have had 
much success in recovering. One ex- 
planation for the recent recession has 
been given as the discounted expect- 
ancy for mid-year earnings. Bond 
prices on the other hand take strength 
from the stock prices and have risen 


a few points. 


Persuasive Influence 
(Continued from page 14) 

being worn largely from the picture 
screen, 

_ As a result of a survey by Photoplay 
in which 10,000 women between the ages 
of eighteen and thirty were questioned, 
it was discovered that this class of wom- 
en buys yearly on the average $62.00 
worth of lingerie, $66.00 worth of silk 
hose, or 40 pairs at $1.65 each; $40.00 
worth of shoes at an average of $8.00 a 
pair; $30.00 worth of hats at an average 
of $6.00 apiece; $313.00 worth of ready- 
to-wear, and $118.00 worth of accessories, 
incidentals, jewelry, gloves, purses, et 
cetera. 

_ In America the average marriage age 
is 24 to 26 for men and 22 for women. 

The vast majority of people marry 
when they are on their first stable econ- 
omic level and it is on the first rise 
from this level that they build. This 
times comes about five years after mar- 
riage. If building is not set about it is 
under way in the thirty’s or there is 
likely to be no building at all. House 
furnishing of course commences at mar- 
riage in the great majority of cases. 
And slightly in advance of this the house- 
hold accessories such as silverware is 
purchased by the bride to be or for the 
bride to be. At any rate, 67% is pur- 
chased by people under thirty years of 
age and the first purchases of flat silver 
are made before 24. These facts are in- 
teresting evidence of the buying power of 
the young people. 

Mother knew best in the gay 90’s but 
daughter dictates today. The young 
woman between the age of 18 and 30 is 
the greatest dominating influence in mod- 
ern merchandising and the moving picture 
is the predominating influence in mould- 
ing her tastes. Any furniture dealer will 
tell you the daughter is the impelling in- 
fluence for better home surroundings and 
any father or young husband who tries 
to dictate more than the price range of 
the cars they buy finds himself stymied 
by the winds and oceans of the young 
daughter or young wife who has been 
cleverly coerced by the influence of her 
social surroundings, the most potent of 
which is the moving picture. 

Who knows but what some day the 
moving picture will naturalize this coun- 
try completely and maybe Americanize 
the whole world. 

As President Hoover has said, “If we 
search in the channels through which 
acquaintance and appreciation may flow 
over our borders, we discover that a vast 
new current has been added by the Mo- 
tion Picture. It is the most penetrating 
and persuasive of all methods of world 
communication.” 











oe Ba ea Sree.” — 


an?T&2no 


for JULY, 1930 





The National Retail Credit 


Convention at Toronto 


N OBSERVER at 
the annual con- 
vention of the 


National Retail Credit 
Association in Toronto, 
June 17th-20th, 1930, 
could not help being im- 
pressed with the fact that 
this great National or- 


By BURR BLACKBURN 


Director of Research, Household Finance Corporation 
(From Personal Finance News) 


Burr Blackburn needs no introduction 
as a discerning observer of developments 
of interest to the personal finance business. 
In this article he combines the outstanding 
news with his own impressions of the dis- 
cussions at the recent convention of the 
National Retail Credit Association at 
Toronto. 
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to make it known that 
open accounts must be 
paid as promptly as in- 
stallment accounts. 


Better Credit Control 


Dr. Phelps was particu- 
larly concerned about im- 





ganization after eighteen 

years of development is just now girding its loins for 
an even greater effort, not only to widen the scope 
and plumb the depths of the possibilities of credit but 
also to solve its fast mounting problems. 

Reorganization of the association’s finances will 
make possible the employing of a much larger field 
force, which will be engaged throughout the year in 
organizing and strengthening the work of local credit 
bureaus and collection departments. 

Discussion extending throughout the three days in- 
dicated that credit men find themselves in the dilemma 
of being forced to lose their customers’ good will, either 
because of old-fashioned restrictions on credit, or be- 
cause of pressure. brought to bear upon slow payment 
of too liberal credit. They are faced on one hand 
with the enthusiasm and determination of the sales 
promotion department and on the other hand by cold 
facts developed in the credit study by the Federal De- 
partment of Commerce which shows stupendous losses, 
not so much from bad debts as from having capital 
tied up in slow collections. 

These credit men were particularly concerned with 
the effect of installment credit and small loans upon 
the collection of the much larger volume of open ac- 
count credit. Perhaps the outstanding event on the 
program was the discussion of installment selling by 
Claude W. Phelps of the Department of Economics 
and Commerce of the University of Chattanooga. Mr. 
Phelps denied that installment credit is increasing ab- 
normally, stating that it composed 12% of retail trade 
in 1923, and only 13% in 1929. 

However, he said that installment credit has led 
consumers to spend a larger share of their income for 
durable goods. Payments for these naturally have 
preference when they come into competition with due 
payments on open accounts. His studies show that 
two out of every five families are paying on install- 
ment purchases. He challenged the credit managers 


provident install- 

ment buying and borrow- 

ing (as he considers small loans just another species of 
installment selling). The furniture dealers in Chatta- 
nooga, he discovered, in one year made 2,353 repos- 
sessions; and during the same period, auto dealers 
reclaimed 494 cars. During that year 10% of the fam- 
ilies of Chattanooga experienced having their install- 
ment purchases repossessed. In a recent study of 
Chattanooga bankrupts he found that 54% of the bank- 
rupts owed personal finance companies and 51% had 
accounts with two or more companies. Some times a 
family was tied up with four or five companies. Since 
the discovery of these “double ups,” most of the lead- 
ing firms in Chattanooga have united in an Exchange 
which will prevent similar overlending in the future. 

However, Dr. Phelps insisted that credit control 
will not be satisfactory until installment credit and 
small loans are properly correlated with open account 
credit. This was evidenced by a question listed in 
the agenda of the department store group, “Have In- 
dustrial Banks been brought into existence owing to 
the riumber of people who; having become indebted in 
several directions, are borrowing money to retire their 
obligations and, ‘while the loan is being repaid, com- 
mit themselves further with the result that they find 
themselves more involved?” 

In talking to thése credit men, one is also impressed 
with the fact that few of them appreciate the service 
being rendered to retailers by the personal finance 
companies. They do not realize that most of the half 
billion dollars advanced by the personal finance com- 
panies throughout the United States is borrowed to 
pay debts which otherwise would: continue as frozen 
assets for many months. It becomes necessary to ex- 
plain that in case a borrower is again overloaded with 
installment purchases, the error is in super-salésman- 
ship and not chargeable to the personal finance service. 
Neither did we find any material appreciation of the 

(Continued on page 47) 
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You Can Do What You Want--lf 


THE GREAT OPPORTUNITY THAT 


You can do what you want, if you know what you 34 


want to do. If you want to go to the public and tell 
them that it is the thing to do to pay their bills, you 
can put that across in time, and you can have it ac- 
cepted. 


ently satisfactory to the store, certainly satisfactory to me. But no 
one has ever asked me, no one has ever told me, as an individual buyer, 
what I was expected to do. 

If a man or a woman goes through life normally, he or she goes 
through life as a creature of habit. The first time that the little child 
laces its shoes, that is a momentous operation. You lace your shoes 
without thought, you are practically unconscious of what you are doing, 
because it is habitual with you, you have done it so much that you have 
formed the habit. 


Now you can form a habit of paying your bills promptly, and which- 
ever way the habit goes, it becomes accentuated. I remember some years 
ago, when I introduced a young man to an associate of mine, a friend 
of mine, whose boy was just entering Harvard, and this young man 
who was out of school five or six years at the time said, to the father, 
“T have a suggestion,” he said, “I think you ought to take Franklin into 
camp every once in a while and find out how much he has overdrawn his 
allowance, how much he is indebted, and square him up, because if you 
do not square him up promptly, he will fall into the habit of thinking 
he ‘might as well be killed for a sheep as a lamb,’ and it will cost you 
less to settle his overdrafts promptly than if you let them run, because 
he will create a habit.” 

You credit people have been almost as inarticulate as the banker. 
My first impression of the banker was a man who sat in regal state, en- 
throned in some forbidding edifice, and carefully kept from touch of 
the common people. In fact, in France, during the war, the natives 
thought it was amazing that an American doughboy would smoke in a 
bank, and sometimes actually whistle. Now the banker has commenced 
to learn that he has an educational problem on his hands, and you credit 
people apparently have educational problems on your hands. That edu- 


BUY goods, I receive bills, I pay, that closes the transaction, appar- 


cational problem, as I see it, is to create the habit of paying bills promptly. 
If you can create a habit of mind and habit of thought, then anyone who 
transgresses, anyone who abandons that habit, is conscious of that fact, 








s Courtesy of General Outdoor Adv. Co. 
Illustrating the Moral Side of Credit 
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As Preface 


From article in March Forum by 
Dr. Julius Klein 


ORE of the most potent forces work- 
ing for honesty in business affairs 
is the enormously increased significance 
of good will in our economic life. The 
very foundation of our whole commercial 
and industrial system is credit—and 
credit is only another name for confi- 
dence. These elements simply cannot ex- 
ist in an atmosphere of chicanery. They 
cannot be created by compulsion of any 
sort. They rest upon inherent qualities 
of character. The elder Morgan once re- 
marked that he was quite ready to lend a 
million dollars to some client who hadn’t 
a cent in the way of tangible collateral, 
but who was equipped with a far more 
valuable asset—namely, sound character, 
plus ability. 

Our credit mechanism has grown to an 
unbelievable extent during the postwar 
decade. It is a symbol of the funda- 
mental integrity of our business world. 
Trading in the old days consisted of bar- 
ter, of shrewd haggling and sly trickery 
between two individuals, each interested 
in outwitting the other in a direct swap- 
ping of commodities. Even a generation 
or so ago the operations of business were 
still quite simple and, on the whole, gave 
ample opportunity for such “horse trad- 
ing” tactics. Today, however, we have an 
amazingly complex system of transacting 
our commercial and industrial affairs, and 
an outstanding feature of this complexity 
is the imperative requirement of con- 
dence and mutual regard. Otherwise the 
whole structure would be thrown into 
confusion immediately. In the field of 
financial transactions alone there is such 
a volume of interchanging paper, checks, 
notes, and vouchers, such multitudinous 
opportunities for fraud, that without a 
thoreughly well-grounded and widely re- 
spected standard of integrity the whole 
scheme of business would break down. 


The element of good will hardly en- 
tered into business in the good old mid- 
Victorian era, but today it is perhaps the 
prime requisite for success. It isn’t simply 
a vague generality, but a solid reality 
translatable into dollars and cents, In- 
deed, in many corporations, as recent 
merger operations have shown, the good 
will item is rated in cold figures, and at 
a higher value than the physical assets 
of the firm. How long would that be 
true if such corporations operated under 
the slogan, “The public be damned”? 
(This slogan, incidentally, has been dis- 
torted from the original meaning given 
to it by its author, Commodore Vander- 
bili, who simply objected to being routed 
out of bed at three o’clock in the morn- 
ing by an impertinent reporter, who in- 
sisted that “The public” must have a mes- 
sage from him at that moment. 

One of the most effective guarantees of 
the maintenance of policies calculated to 
build up good will is the very large part 
which advertising has come to play in 
business. Sound publicity simply means 
that the advertiser is pledging himself to 


(Continued on page 30) 
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You Want to Do 


CONSUMER CREDIT OFFERS TO ADVERTISING 


By Stanley Latshaw 
President Butterick Company 


(From his convention speech) 


and is more inclined to make that transgres- 
sion as little as possible. 

You can do what you want, if you know 
what you want to do. If you want to go to 
the public and tell them that it is the thing to 
do to pay their bills, you can put that across 
in time, and you can have it accepted, because 
what is worse, particularly with woman. “A 
woman,” as some French writer said, “gets 
more consolation from the consciousness of a 
perfect French back than that of religion.” 
\Vomen want to do what is the proper thing. 
lf it is supposed to be smart to run bills, to 
get goods and send them back, if that is sup- 
posed to be the smart thing to do, more and 
more women will do it. 

If it is supposed to not be playing the game, 
if it is not supposed to be the proper thing to 
do, they will not do it. I think that most 
people, most women particularly, would rather 
infringe the Decalogue than the dictates of 
good manners and good taste. 

Now, you have to create, by some means, a 
broad feeling that the thing to do is to pay 
your bills, and to pay them promptly, and I 
do believe that the average person in arrears, 
that is, in arrears habitually, not because of 
inability to pay, but because of being habitual 
laggards, is doing it without conscious real- 
ization of the value of money. 

When you start to dun them, if you do, is 
it not a fact that the average person centers 
on the fact that he will pay. Can you center 
their minds on their delinquency? Have you 
educated them as to the value of money, and 
that it is not sporty to be a kept man 
or a kept woman, and that someone 
who is being supported for three 
months by the retailers is a kept man 
ora kept woman, that they are not 
independent, that they are not play- 
ing the game. Now, if you can make 
them understand that, you will find, 
in the course of five years, if you 
make a concerted, intelligent effort 
on this, that you will materially de- 
crease the length of time between the 
contracting of the debt and the pay- 
ment of the debt. I believe that the 





average persons who do not pay 
promptly, does not realize the hard- 
ships that they are putting on the 
storekeeper, and in turn through the 
storekeeper on themselves. 

You want people to buy on credit, 
you urge us to buy on credit, you 
desire us so buy on credit, apparently, 
at least if my mail is any criterion, 


























Courtesy of Photoplay 
Women want to do what is the approved thing 
—some women get more consolation from the con- 
sciousness of a perfect French-back than from 
Religion. 
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Courtesy of General Outdoor Adv. Co 
Illustrating the Social Side of Credit 
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This map shows the location of 160 towns and cities now running a Pay Promptly 
Campaign as revealed by recent survey conducted by the N. R. C. A. 
public relations department 


but you have not told me that I should pay my bills promptly. You can 
tell the United States of America to pay its bills promptly if you do it 
cleverly, if you do it convincingly, you will create the idea, throughout the 
whole United States, men and women, you will create the idea that when 
someone is beating the store, beating the game, they are not playing ac- 
cording to rules. They are winning by a foul, and people do not want 
to do that, because your own records show that the majority of them are 
honest, the majority, the overwhelming majority intend to pay, but do 
they pay as promptly as they should? 

I tell you there is still, all through this country, thousands 
and thousands of people who do not believe that capital is worthy of 
interest. There is still a wide spread misunderstanding of what is the 
due of capital. As a child, I used to think that a millionaire was a man 
who had one million dollars in cash in the bank, and I believe that there 
are many people who have a child-like opinion that a store has any 
quantity of money, and if they do pay their bills ultimately, they have 
fulfilled the letter and the spirit of the contract between themselves and 
the store. 

You have an educational problem, how shall you solve that 
educational problem? Reference was made two or three times to hali- 


This map shows the location of 125 towns and cities that want to start pay promptly 
advertising 
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THE CREDIT WORLD 


tosis, in the preceding speeches. 
The listerine people have pointed 
out that you may give offense, un- 
wittingly, they play it very subtly 
on the human, gregarious instinct 
of doing the proper thing. You 
can do the same thing, if you care 
to. You can make people under- 
stand, in the course of three, or four 
or five years of education, that it is 
not clubby, one hundred years ago, 
men spoke of debts of honor, if they 
lost at cards, they must pay, or be- 
ing unable to pay, if they were per- 
fect gentlemen, they committed sui- 
cide. But during that same time, a 
debt to a tailor or to the bookmaker 
was not considered a debt of honor, 
he was a “Varlot” that was fortu- 
nate if the lord condescended ever 
to pay him. 

Now, those times have changed, 
we are in a democracy, we have no 


© 


PREFACE 

(Continued from page 28) 
the public to maintain his reputation for 
integrity.. He steps out into the open, 
where any shortcomings of his product or 
his policy can be promptly singled out by 
his competitors or by the vigilant con- 
sumer. An increasingly large part of the 
hundreds of millions now being spent on 
advertising in this country is devoted to 
precisely this type of good will mainte- 
nance. This is evident not only in the 
campaigns of individual firms, but of 
whole industries, which, through their 
trade organizations, are definitely com- 
mitting entire industries to the mainte- 
nance of sound, ethical policies. 

In these days, when such public decla- 
rations are the accepted rule in business, 
it is perilous for any individual or group 
to make itself conspicuous by failing to 
take the public into its confidence. Com- 
petition has become so intense and—what 
is more important—the means of com- 
municating news as to delinquents have 
become so much more alert and effective, 
that the consumer is firmly intrenched in 
a “you’ve-got-to-show-me” position. It is 
manifestly up to the manufacturer and 
merchant to prove their right to the con- 
fidence of the consumer and of the public 
in general. There are now too many 
ways of finding out what is going on be- 
hind the business scenes to risk any other 
policy but that of absolute frankness. 


® 


aristocracy, and who made these 
rules of honor? You can make rules 
of honor, you can tell people what 
rules of honor are, you can tell the 
people all over the United States 
what rules of honor are, and even- 
tually you will get the strongest 
force you can have. . 
(Continued on page 47) 
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BUREAUS USING PAY PROMPTLY 
ADVERTISING CAMPAIGN 
(412 REPLIES) 


36% NOW 
ADVERTISING 


30% WANT 
TO START 
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Advertising covering Bureaus in 45 
states, the District of Columbia and the 
Provinces of Ontario and Alberta (Can- 
ada) was recently conducted by the Na- 
tional Retail Credit Association to dis- 
cover the facts regarding pay promptly 
advertising as now running or contem- 
piated. 

A total of 416 replies from that num- 
ber of cities revealed these bureaus to be 
distributed in four classes of cities as 
follows: 





A Survey of Pay Promptly 


POPULATION 
No. of  Citiesup 10,000 to All over 
Bureaus to 10,000 50,000 50,000 100,000 
res 165 164 31 56 


or by percentage 
Distribution (40.0) (40.0) (7.0) (13.0) 
These bureaus operate in the midst of a 
31 milliom volume of population or about 
1/3 of the population of the United States. 

38% of our Credit Bureaus represent 
by their own statement a credit volume 
which when evaluated to 100% would be 
18 billion. 

60% of this volume runs perpetually de- 
linquent to an average period of 70 days. 

The amount of money reported now be- 
ing spent on pay promptly advertising 
evaluated to the total number of bureaus 
is $454,310. 





LENGTH OF ADVERTISING CAMPAIGNS 
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For Economic Im- 
morality Education 


We find that carelessness or social 
indifference and ignorance of what 
the economic failure involves are 
the basic reasons for delinquency in 
the prompt payment of obligations. 
Methods of attack through advertis- 
ing which are to be educative in 
character would deal with these two 
major considerations. On account 
of the social competition which 
characterizes the social life of the 
American buyer an individual can- 
not afford to endanger the place that 
he has gained in his social relation- 
ships by delinquency in meeting his 
financial obligations. If he were 
made to feel that such delinquencies 
would result in such social and eco- 
nomic insecurity, he would be pow- 
erfully stimulated toward prompt 
payment of his debts. 

There could be no more effective 
appeal in an advertising campaign 
than one which would make it pro- 
gressively impossible for men and 
women to make light of the fact 
that they are in debt and to build 
up social disapproval for the delin- 
quent. Tho the problem of increas- 
ing credit buying is social, the prob- 
lem of prompter paying is moral. 
Educational, inspirational and _ re- 
minder advertising is necessary for 
a better credit consciousness. The 
retailer in effect makes a loan for 
the purpose of making possible a 
sale and to satisfy now a desire of 
the buyer. He allows the article 
which is collateral for the loan to 
be used while the loan is being re- 
turned. That is a marvelous modern 
service to people and advertising has 
played an important part in this de- 
velopment. He should now use ad- 
vertising to ease his burden. 

If Listerine produced a social 
consciousness that changed the 
breath of a whole nation you can 
produce a credit consciousness that 
will change the buying habits of 
your people, teach them to pay 
promptly, happily, and systematical- 
ly. You can make advertising beat 
a tattoo into the minds of your peo- 
ple until they do react but you must 
direct your efforts in a subtle way. 
You cannot preach. 

An appeal should first be made 
which tends to awaken and accentu- 
ate feelings of inadequacy and in- 
security on the basis upon which the 
inertia of present habits and atti- 
tudes towards payment of obliga- 
tions depends and then a positive 
educational procedure should fol- 
low. 
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METHODS OF FINANCING 
ADVERTISING CAMPAIGN 
(193 REPLIES) 


Budget from Bureau Funds 


Contributions 25% 
Assessments es 
All other plans 6% 








_tnal 


The amount reported contemplated is 
265,715. 

The remaining bureaus reporting not 
interested, if were interested would then 
spend averaged between the two groups 
that have already reported, $380,580. 

The total amount of pay promptly 
money then possible on the basis as re- 
ported is $1,100,605. 

This is 1/10 of 1%. 


A budget for various sized towns based 
on experience of towns that have used a 
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campaign 

10,000 50,000 100,000 200,00 
1/10 of 1%...... 720 3,600 7,200 14,400 
*1/7.5 of 1%....1,080 5,400 10,800 21,600 
1/5 of 1%...... 1,440 7,200 14,400 28,800 


*1/7.5 of 1% of the retail credit volume 
represented by 1100 bureaus equals ap- 
proximately 2% millions which was the 
amount carefully and exhaustively de- 
termined in the original 7 million dollar 
plan as presented last October. This 
yearly amount sustained for 2% years 
was confidently expected to improve the 
delinquent evil 30%. 
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SUCCESSFUL CAMPAIGN RESULTS 
(211 REPLIES) 
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Credit Protection 


THE CREDIT WORLD 


Proves Beneficial 


Specialty Shops Faced by New Credit Problems—Merchants Cooperate 
in Ledger Information, Survey Reveals 


HICAGO merchants on Upper Michigan Avenue 
are adequately meeting the series of Credit Prob- 
lems, that have arisen since the advent of spe- 

cialty shops on a large scale, according to a survey 
recently completed by the Research Department of Ross 
& Browne. A thorough study of Credit protection in 
the interests of the merchants was made in connection 
with the survey. 

It was noted that shops on Upper Michigan Avenue 
and Lake Shore Drive, including contributory streets, 
suffered comparatively few losses from actual residents 
in or adjacent to this territory. If the shops drew their 
entire patronage from this territory exclusively, probably 
few credit difficulties would arise, even though the popu- 
lation has increased many thousands since the erection 
of the many multi-family apartments and hotels along 
this exclusive mart of retail commerce. However, it 
was particularly observed many people from all sections 
of Chicago have opened, or attempted to open, accounts 
on the Avenue. It is assumed that the accessibility, 
individuality and prestige, abetted by original newspaper 
advertising, is, in the main, responsible for their wide 
range of popularity. 

Unfortunately, a few of the latter class proved delin- 
quent in meeting their obligations. In the majority of 
cases, they were careful to present only such references 
as they knew would be acceptable. Too, Avenue resi- 
dents change locations less frequently and are easier 
In the other class, especially those who proved 
the more embarrassing in credit relations, different ad- 
dresses were registered at various shops. As most ex- 
clusive merchants are under a large overhead, they can 
ill afford to carry a large number of past due accounts 
on their books for any long period of time. 


to locate. 


To meet this condition, the Michigan Avenue Associa- 
tion called a meeting early in June of this year, where 
representatives of business houses on the Avenue unani- 
mously concurred on the following : 

“That it was desirable for all references to be cleared 
through a Central Bureau. Only through such proced- 
ure may the fullest value of references on new accounts 
be obtained in the minimum length of time.” The Credit 
Reference Exchange was chosen by the Central Bureau 
to handle this work. 

The Credit Reference Exchange, which is the Chicago 
link of more than a thousand similar bureaus located 
throughout the country, created a special service, which 
takes into consideration the individual credit problems of 
Avenue merchants. Within three months nearly ninety 
per cent of the merchants became members of the Ex- 
change. To date, twelve thousand out of approximately 


seventeen thousand accounts, have been cleared through 
the Exchange, and by virtue of the ledger information 
thus secured, these stores have traced innumerable unde- 
sirable accounts. They have based practically all their 
credit action on the strength of the history of potential 
charge account clients with other stores. 

In other words, instead of blindly extending credit as 
have been customary in the past, the ledger information 
secured from other Michigan Avenue houses, who have 
had such customers on their books, gives a true account 
of the prospective customer’s buying, spending and pay- 
ing habits. This history, plus the number of accounts, 
offers the interested merchant the opportunity of basing 
the extent of credit to be granted, if at all; and also, 
whether the prospect is sufficiently substantial to sustain 
further credit, albeit the standing at other stores may 
be “A number One.” 

Formerly, a merchant was forced to write to the appli- 
cant’s bank, business and trade reference, hoping that 
sufficient replies would be received to assist him in judg- 
ing the account. A take-with or immediate delivery, un- 
der this old system often proved embarrassing to the 
credit manager, and annoying to the customer. 

Several days later, or perhaps a week, about four re- 
plies were received, and usually read something like this: 

Bank—‘“Moderate three figure account, no loans, no infor- 
mation on credit standing.” 

Store A—“In good credit standing.” 

Store B—“Consider good for moderate credit favors.” 

Store C—“We consider O. K.” 

It followed easily from reading such replies that it 
was impossible for the average store to understand just 
what was meant, i.e.—moderate credit in one store may 
mean $25.00 and in another $300.00—and to know the 
true value of the information received. 

The new system includes a specially prepared card 
which features all necessary information clearly and con- 
cisely—length of time account has been opened, active 
or inactive, highest credit, habit of pay, review of general 
experience of the account as well as the names of other 
houses which have previously referenced the applicant. 

At a given time a runner from the Exchange picks up 
the forms which the credit manager has filled out for 
each applicant. These forms are dropped off by other 
runners at the stores given as reference and picked up 
again at a specified time later in the day, after which 
they are returned, by runner, to the originating house. 

Incidently, the survey, though based on credit protec 
tion, brought out a number of other interesting facts. 
Chief among them is the increasing “aesthetic conscious 
ness” of Upper Michigan Avenue merchants, which is 
becoming more and more apparent. This takes into con- 
sideration not only the unique store fronts and artistic 
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window displays, but the general character of the mer- 
chandising and service is found to be of a very high 
order. 

According to consensus of opinion, eventually a great 
number of exclusive shops will band together on the 
Avenue between Ohio and Oak Streets, due to the qual- 
ity and strength of the houses now existing. 


® 


Stimulating Crops With Credit 
(Continued from page 9) 


rhe fertilizer manufacturer must then find an outlet direct 
to the farmer or through a network of small fertilizer 
dealers. Credit for these dealers, however, is quite tight 
nowadays and many of them must depend on local bankers 
for loans to meet their short-term or sight-draft obligations. 

\lthough the broker, cotton trader, or merchant does not 
become an integral part of this credit structure, he is never- 
theless an interested element in the growing of cotton. If 
behind the trader there are battalions of prosperous growers, 
they will be encouraged battalions who will endeavor to 
produce higher grades of cotton and who will try harder to 
improve their yields after a disheartening year of cotton 
growing. 

Perhaps the most satisfactory means for the bankers to 
effect improved cotton growing is through stimulating fer- 
tilizer dealers to encourage improved farming methods. 

these dealers are far more influential with their cotton 
grower customers than one might imagine. For instance, 
nearly 70 per cent of the farmers buy their fertilizers from 
dealers, as is shown by an extensive survey recently con- 
ducted by the National Fertilizer Association. Besides, 
about 65 per cent of the farmers are guided by their dealers 
in the choice of fertilizers. 

he percentage of farmers in the South who buy on credit 
varies widely according to the fertilizer association’s survey. 


Generally the percentage is lower in most Southern states - 


than in other agricultural regions. In West Virginia about 
11 per cent of farmers buy fertilizers on credit and in Florida 
the number rises to about 48 per cent. The principal cotton 
states range as follows: Virginia 26 per cent, North Caro- 
lina 40 per cent, South Carolina 19 per cent, Georgia 33 per 
cent, Alabama 34 per cent and Mississippi 34 per cent. 


® 


An American's View of the New Tariff 


(Continued from page 10) 


“We find similar conditions in the homefurnishings 
field, where manufacturers have persisted in believing 
in the necessity of an intermediary distributing force 
between the factory and retail distributor, and also have 
paid too little attention to our changed methods of 
living and the nature of modern houses. 


Differences Must Be Adjusted Between Production and 
Distribution 


“The truth of the matter is that the mechanical effi- 
ciency in industry has run far ahead of our economic 
and social controls. If we can adjust these differences 
we shall then be in a position to understand just what 
kind of tariff we should have, or whether or not we 
should have any tariff at all. But no such decision 
might be reached until this desirable harmony between 
Production and consumption is achieved, and meanwhile 
the tariff’s only relationship to our general economic 
condition will be a convenient scapegoat for our other 
and more grievous errors of omission and commission. 
The tariff high, low, or medium, can neither correct, 
destroy, or inspire prosperity. As a matter of fact, we 
can never even understand the tariff while we consider 
tas a political issue.” 
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For 
Better, Quicker 
Collections 


Better collection letters—letters that 
will speed up your collections yet 
hold the good will of your customers 
—letters that will educate your cus- 
tomers to the “pay-on-the-tenth” 
idea— 


Business-building letters that will 
bring back old customers and de- 
velop new ones— 


That’s what we offer you in the Bet- 
ter Letters Service! Not form let- 
ters — not stereotyped stuff — but 
new letters written for the purpose 
every month, 


Here’s What You Get: 


1. Each month a four-page Better Let- 
ters Bulletin—four pages of constructive 
letter-ideas for better and quicker collec- 
tions, for developing new charge ac- 
counts, for stimulating present charge 
accounts and reviving inactive ones. 


2. Each month, copy for (a) one new 
letter to solicit new charge accounts and 
(b) one new letter to revive inactive ac- 
counts. 


3. Every three months, copy for six new 
collection letters—letters that will bring 
you new ideas on collections. 


Subscribe now 
PRICE $20.00 A YEAR 


Order on approval—examine for 
five days—send back if you’re not 
satisfied and we'll cancel the bill. 


Better Letters Service 
National] Retail Credit Association 


1218 Olive St. Saint Louis 
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FOREWORD 


The unusual obtains most of the 
front page space in newspapers, and 
so it is that Public-No. 245-71st Con- 
gress, (S. 4,015 amending sections 4884 
and 4886 of the revised statutes relat- 
ing to patents, and which became a law 
with the signature of the President, 
while creating an innovation, not only 
in this country, but in the world at 
large, has attracted little or no attention. 
This bill, for the first time in world 
history, permits to be patented, develop- 
ment along certain specified lines in 
horticulture and floraculture. Nursery- 
men, who have advocated the legisla- 
tion, say that it will mean to the fruit 
growing industry and to certain phases 
of floraculture, what the patent laws 
have meant for American inventors and 
manufacturers. Speaking with refer- 
ence to this bill Thomas A. Edison ha: 
also said: 

“Nothing that Congress could do to 
help farming would be of greater value 
and permanence than to give to the 
plant breeder the same status as the 
mechanical and chemical inventors now 
have through the patent law. There are 
but few plant breeders. This would 
eventually give us many Burbanks.” 


LEGISLATIVE CHECK-UP 


Congress will have enacted the tariff 
bill by the time these notes appear in 
print, but, as was predicted in a previ- 
ous bulletin, not much other major leg- 
islation will have been enacted into law. 
This statement includes railroad con- 
solidation, bringing the bus lines doing 
an interstate business under the Inter- 
state Commerce Commission, wire and 
wireless communication commission, 
Muscle Shoals, and several others of 
like importance. The tariff bill may or 
may not be entirely satisfactory, but 
the prediction is frequently heard in 
Washington that it will play a less im- 
portant part in the November elections 
than appears at this writing, June 12, 
this being due in part to the marked 
forward-looking tendency of Ameri- 
cans. 

A. Railroad Consolidation. This 
bill has been marking time pending ac- 
tion by both houses; neither the Watson 
bill in the Senate, nor the Parker bill 


# at this session. 


in the House have passed either body. 
The House has been conducting a hear- 
ing in connection with this subject into 
the qperation of railroad holding cor- 
porations. 

B. Motor Bus Bill. Another bill 
which has failed of passage is the act 
to bring motor bus lines doing an inter- 
state business within the jurisdiction of 
the Interstate Commerce Commission. 
The House Bill, H. R. 10288 passed 
that body on March 24, 1930, but the 
Senate Counterpart dealing with the 
same subject is, at this writing, still on 
the Senate calendar awaiting action, 
and the chances are it will not be passed 
Even though it should 
pass the Senate, it has been amended to 
such an extent that a conference of both 
houses on the bill would seem to be in- 
evitable. 

C. Muscle Shoals. The Senate 
passed the Norris bill for government 
operation of the Hydra-electric plant at 
Muscle Shoals, Ala., but upon passage 
by the Senate, the measure was referred 
to the House Military Affairs Commit- 
tee. That body changed the bill to give 
a commission authority to lease the 
plant by private operation, and in that 
form passed the House. The bill is now 
in conference, and if the Senate insists 
on government operation, it is likely to 
stay there. 

D. A bill of considerable interest to 
credit men, H. R. 119, an act to prevent 
the sending and receipt of stolen 
property through interstate and foreign 
commerce, passed the House on Febru- 
ary 5, 1930, but has not yet been acted 
upon by the Senate, and probably will 
not be at this session. The same applies 


to the wire and wireless communication 
bill. 


DEPARTMENT OF COMMERCE 
CENSUS OF DISTRIBUTION 


As an answer to the question “Who 
will get the greater benefit from the cen- 
sus—the chains and department stores, 
or the independent merchants?”’, it is 
announced by the representative of the 
Bureau of Census in charge of Retail 
Distribution that “Though the chains 
and department stores will undoubtedly 
profit materially from the census, the 
tabulations will benefit equally or more 
the so-called independent wholesale and 
retail merchants—because the Govern- 
ment is doing in an accurate, impartial 
manner for these merchants that which 
they were unable to do for themselves. 
The retail merchant in a small town will 
undoubtedly get as much benefit from 
the census of distribution as the re- 
tailer in larger localities. As a matter 
of fact, even a merchant in a city under 
1,000 population, where figures for his 
town are not published, will, by proper 
use of the figures, be able to get as 
much benefit as if the figures were 
available for his town. For it is by 
comparing his operations with the aver- 
age for stores of his kind and size that 
the merchant will be able to see where 
he is weak and to govern himself ac- 
cordingly. 


THE CREDIT WORLD 


BANKING AND FINANCE 


When it unanimously adopted Senate 
Resolution 71, the upper house in Con- 
gress finally took the action that will 
provide for the long sought investiga- 
tion into the National and Federal Re- 
serve banking systems of the country. 
It will be recalled that following the 
crash in the stock market last year such 
an investigation was demanded, particu- 
larly into the extent of the use of the 
facilities of these two systems in con- 
nection with stock speculation. It is not 
expected, however, that the investiga- 
tion will get under way until after the 
coming fall elections. The following 
is quoted from the resolution adopted: 

“The inquiry thus authorized and di- 
rected is to comprehend specifically the 
administration of these banking sys- 
tems with respect to the use of their 
facilities for trading in and carrying 
speculative securities; the extent of call 
loans to brokers by member banks for 
such purposes; the effect on the systems 
of the formation of investment and se- 
curity trusts; the desirability of chain 
banking; the development of branch 
banking as a part of the national sys- 
tem, together with any related problems 
which the Committee may think it im- 
portant to investigate.” 


INTERSTATE COMMERCE 
COMMISSION 


All common carriers by rail, water, 
or rail and water, that are subject to the 
Interstate Commerce Act, are made 
party respondents under an order re- 
cently issued by the Interstate Com- 
merce Commission whereby it will con- 
duct an extensive inquiry into the gen- 
eral matter of coordination of motor 
transportation of passengers and prop- 
erty on the public highways by or in 
connection or in competition with the 
railroads. The inquiry will include the 
subject of rates, fares and charges, 
whether local, proportional, or joint, the 
schedules thereof, and the manner of 
filing and publishing the same. The 
date of the initial hearing under this in- 
quiry has not as yet been announced 
but the indications are that the Commis- 
sion will commence the inquiry before 
very long. 


RECENT COURT DECISIONS 

In the case of Helen Porak v. Sweit- 
zer’s incorporated, the Supreme Court 
of Montana has recently upheld the ac- 
tion of the lower court in entering 4 
non-suit upon the finding that plaintiff 
was not libeled by the publishing of her 
name in the list of debtors circulated 
among its members. Plaintiff did not 
allege any special damages and the court 
after hearing testimony held that the 
mere publishing of Plaintiff’s name was 
not libelous per se. (Case No. 6607, 
decided April 29, 1930.) 

In the case of the St. Louis Architec- 
tural Iron Co. v. New Amsterdam Cas- 
ualty Co., the Circuit Court of Appeals 
for the Eighth Circuit decided that the 
provision in a policy of insurance fe 
quiring the insured to give notice to the 
company at the time of the accident of 
any of its employees is a condition pre 
cedent to the company’s liability on the 
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policy and where in the instant case 
notice was not received by the insurance 
company until four months after the 
accident happened the lower court did 
not err in instructing the jury to bring 
in a verdict for the defendant insur- 
ance company if they found from the 
evidence that the notice in question was 
not given the defendant until four 
months after the accident to plaintiff’s 
employee. In a suit against his em- 
ployer the injured employee was 
awarded damages of $15,000. (Case No. 
8710, decided April 28, 1930.) 


In St. Charles Mercantile Company 
vs. Armour & Co., a case not yet re- 
ported, the Supreme Court of South 
Carolina has held the payee of a post- 
dated check liable to the maker in dam- 
ages when the payee changed the date, 
and the check was presented for pay- 
ment at a time when the maker of the 
check did not have on deposit sufficient 
funds. 


In the decision handed down on May 
19, 1930, the New Jersey Court of Er- 
rors & Appeals has delved into the ques- 
tion of when a receipt cannot be held 
to be conclusive evidence in satisfaction 
of a claim, the receipt in this particular 
instance having been marked “payment 
in full for above amount,” and appar- 
ently having been written upon the bill. 
In this connection the court said, “A re- 
ceipt, although prima facie an admis- 
sion that the claim of the party signing 
it has been satisfied, is not conclusive 
evidence of that fact, and may be con- 
tradicted or explained; and where it has 
been the result of misrepresentation on 
the part of the person to whom it is 
given, such misrepresentation annuls 


the receipt.” 


Of Special Interest 
(Continued from page 12) 


tion from dealers or contractors with the 
commercial type of bureau. 

“There is always a lack of confidence 
that proves fatal to the ends desired,” Mr. 
Williams continued. “Men in the con- 
struction industry, regardless of the di- 
vision to which they belong, will not con- 
fide to any commercial bureau foreign to 
the industry those essential and intimate 
facts necessary to the accomplishment of 
its purpose. It has been tried, time and 
time again, and it has always registered 
failure. It will do so with us if we try 
it. 

Mr. Williams statement refers to the 
casual type of commercial agency. He 
fails, however, to take into consideration 
the fact that for over eighteen years, an 
association of bureaus owned and con- 
trolled by merchants has been in the pro- 
cess of building. The bureaus of the Na- 
tional Retail Credit Association are not 
of the nature he infers. Our bureaus are 
mutually owned and operated for service. 
There are 1100 of them with a total 
Membership of 180,000 composed of re- 
lailers, bankers, professional men, and 
Many engaged in the construction in- 
dustry. These men not only receive serv- 
ce from their bureaus but sit on their 
boards of directors, All the building con- 
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struction industry has to do is to align 
itself with the bureau in their respective 
community as trade groups—to file their 
information with their bureau so they will 
not only have their own experience, but 
the experience of all of the business and 
professional men in their respective com- 
munity as well. The antecedent history 
and credit record on sixty million indi- 
viduals are already on file. 

In conclusion, there is only one way to 
control consumer credit, and that is for 
all to work together. Separate organiza- 
tions as reported above are detrimental 
to the system of consumer credit control 
in three ways: 

First, they dissipate reliable credit in- 
formation through dividing it in a num- 
ber of different offices. 

Second, they raise the price of reports 
through duplication of effort, besides in- 
creasing the overhead. 


Third, they dissipate funds which 
should be available for one organization 
supported by all. 


® 


Below is one of the Crane 
Co. ads reproduced in behalf 
of article on page 12. 





COLLECTION MANAGER 
wanted by installment house of 
eastern city. Must have experience 
and executive ability to manage 
office with 35,000 accounts and force 
of outside collectors. Write, giving 
past and present connections and 
salary. Address Box 119, “The 
Credit World.” 











® 





CREDIT and COLLECTION Ex- 
ECUTIVE, versed in Sales Man- 
agement, Office Management, and 
Sales Promotion, desires connection 
with large firm in an executive or 
administrative capacity. Excellent 
organizer and system man with 
proven record of years of experi- 
ence. Write Box 120, c/o The 
Credit World. 
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The Lavatory 


for 












average homes 


The Crane Norwich lavatory 
has every improvement that 
modern plumbing progress 
has brought. It is twice-fired 


The Norwich lavatory with pedestal, C 255-C1. 
Suppliedin 24x 21,27 x22, and 30 x24 inch sizes 


vitreous china, the best 
ware. The design is new, the slab roomy, the fittings unex- 
celled. It is offered in white or color; in pedestal, leg, or wall 
type. And it is priced exactly right for average homes. See 
it at Crane Exhibit Rooms, holding its own for beauty among 
the finest. For purchase and installation, consult a Crane 
Qualified Contractor-Dealer.You 


CONSULT A REGISTERED 
OR LICENSED 


wwopirearstHs =A STittags Then pay in easy installments. 


CRANE CO. 


30 S. 16th St., St. Lonis, Mo. 
Phone CHestnut 3151 


CRANE 


PLUMBING AND HEATING MATERIALS 
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WIT--CREDIT 


AMOS ’N’ ANDY ’N’ CREDIT 


(Contributed by the Clyde, Ohio, Bureau) 


Andy, whut is dat card on de cash 
registeh? Has you jined anodeh 
lodge? 

Amos, kain’t you read? Sho’ you 
is ‘telligent ’nuf to know whut’s on 
dat card? It means, dat de Fresh 
Air Taxicab Company of America, 
Incorpulated, is now a membeh of 
de Credit Bureau. We has jined. 


Andy, whut is a Credit Bureau? 
Whut do dem words mean? 

Don’t you know whut a Credit Bu- 
reau is Amos? 

Co’se I knos whut a Credit Bu- 
reau is, but whut is dis Credit Bu- 
reau? ’Splain yoself Andy! ’Splain 
yoself! 

A Credit Bureau Amos, is dis: 
You know whut it is to git Credit? 

Sho’ I knos whut it is to git credit. 
Don’t I git credit fo’ eberything 
whut goes wrong aroun’ heah? 
CHECK AND DOUBLE CHECK. 

Well Amos, I see you don’t git 
whut we leadehs call de “propeh 
prospective.” Lemme ’Splain. All 
big bizness men, includin’ myself— 
belongs to a Credit Bureau. A 
Credit Bureau is—is— — Amos, as 
part of de pussonnel of De Fresh Air 
Taxicab Co., you sho’ is most igor- 
ant of bizness terms.—You is plenty 
dumb.— 


Well Andy, how kin I think of 
“terms” when I’ze drivin’ taxis? I 
ain’t got no time to think of terms. 
De only terms I think of is de jail 
term if I forgits to stop fo’ a red 
light. Andy, dem lights will — — 

Lissen! Amos, Lissen! Yo’ igor- 
ance is refreshin’. You sho’ has a 
one-track mind. When I discoveh 
jist whut track it’s ridin’ on den I 
kin ’lucidate. Long as you kain’t 
think of nuthin’ but ‘bout traffic 
lights, why traffic lights it is. A 
Credit Bureau, Amos, is a kind of a 
traffic light. 


Andy, is we goin’ to hab more 
traffic lights? 


No, No, Amos, shet yo’ mouf, dis 
is whut we eddicated men call an 
“illusterashun.” Whut light we git 
from de Credit Bureau is jist fo’ de 
brains of de Fresh Air Taxicab 
Company. I’ll be de one dat’s guid- 
ed by dat light. Lemme repleat 
Amos, “a Credit Bureau is de traffic 
light of commerce—it keeps movin’ 
in an orderly fashun de congestion 
of credit buyin.” Does you git dat? 


Sho, Sho, Andy, go ahead. 

Well, from now on de Fresh Air 
Taxicab Company is goin’ to be 
guided by de Credit Bureau in all its 
dealins wid its patrons.  I’ze takin’ 
no chances. I’ze goin’ to keep out of 
all jams.—When I calls up de Credit 
Bureau, and dey say: “de Kingfish 
pay his bills promptly,” dat’s de 
GREEN LIGHT,—step on ’eh! 
When I calls up on Madame Queen 
an’ dey say: “Very slo,— she pay 
sometimes in 120 days’”—dere’s 
where I begins to watch my step,— 
I’ze spicious. But when I calls up 
an’ ask dem whut dey knos "bout 
Amos Jones, an’ dey say: “No good” 
—“pays no ’tenshun to statements” 
—“not ’sponsible fo’ his obligashuns” 
why dat’s de RED LIGHT. Nothin’ 
doin’, I’ze regusted. 

3ut Andy, I ain’t got no obli- 
gashuns. No doctoh ebeh told me 
I got obligashuns. Make’s no dif- 
ference, Amos, doctoh or no doctoh, 
if de Credit Bureau say, you got ob- 
ligashuns you got obligashuns. 

But Andy, whut do de Credit Bu- 
reau say "bout yoself? Whut do de 
Credit Bureau say "bout me? Well, 
well, de Credit Bureau say ’bout me, 
“Andy Brown, Prez-dent of de Fresh 
Air Taxicab Co. of America, big biz- 
ness man,—at a Grocery: Pays cash. 
Fo’ Clothing: Pays cash. Fo’ Shoes: 
Pays cash. At a Garage: Pays 
cash. Fo’. Doctor: Pays cash. Dat’s 
whut dey say "bout me. You see I’ze 
all right. 

Andy, why fo’ you pay cash, ain’t 
you got no credit? 

Oh! Sho’ Sho’ I got credit, but I 
always pays cash an’ dey always 
suspect it. But don’t you go an’ 
call up de Credit Bureau an’ ask 
‘bout me, Amos, coz you kain’t in- 
terpolate whut dey tells you. 

(Ting-a-ling )—Dere goes de tele- 


foam! 


Words of Wisdom—Although the 
other man passes you in his car, he 
may be behind in his installments. .. A 
fat man enjoys one distinct advantage 
—he knows just where the ashes of 
his cigar are to land... . The only 
time you should not start at the bot- 
tom of the ladder is when you are 
escaping from a fire. 
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Your Collections 


»» IN « « 


DETROIT 


will receive the best attention 
possible if sent to 


The Merchants Credit 


Bureau, Inc. 


The largest collection department 
in the city devoted exclusively to 


RETAIL ACCOUNTS 


The benefits accruing in placing 
your accounts with an organization 
owned by the merchants, for 
their protection, are self-evident. 


Rates Reasonable « « « 
» » » Safety Assured 


ADDRESS: 


Merchants Bidg. 
206 E. Grand River Avenue 











Chicago 
Collections 


should be s@nt to the 


‘Credit Service 
Corporation 


Collection Department of the 

Chicago Credit Bureau, Inc., 

and Credit Reference Ex- 
change, Inc. 


The Official Credit Reporting 
Service of the 


ASSOCIATED RETAIL CREDIT 
MEN of CHICAGO 


35 South Dearborn St. 
Chicago, I. 


Telephone, Randolph 2400 
Credit Reports Collections 
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Merchants’ Credit Concern 
Uses Interfolded for 


Collection Letters 
Saving in Time 200 Per Cent 


stallation that is entirely dif- 

ferent. It is a six-part Con- 
tinuous Interfolded set which in- 
cludes two letters and an acknowl- 
edgment used by the Merchants’ 
Credit Association, publishers of the 
Blue Book. 

J. W. Jackson, Manager of the 
Collection Department of this con- 
cern, stated that the saving in time 
in completing the records over the 
old method of using loose forms, is 
at least 200 per cent. The sets are 
used on a Royal Interfold Form 
Writer. 

The installation, made by S. M. 
Dillard, is particularly interesting 
because it is one of the first uses of 
Continuous Interfolded for form let- 
ters. 

The first sheet is a collection let- 
ter addressed to the debtor owing the 
account. It bears ihe letter head of 
the firm. 

The second sheet is the second let- 
ter to the debtor when it becomes 
necessary to follow up the account 
because of non-payment. Upon com- 
pletion of the six-part form, letter 
No. 2 is placed inside of the collec- 
tion folder which is dated up from 
five to 10 days pending results of the 
first letter. If no results are ob- 
tained, all that is necessary to get 
the second letter to the debtor is to 
fold and mail the addressed dupli- 
cate. 

The third sheet is entirely blank 
with the exception of the typing and 
is perforated so as to make a neat 
tab giving the complete style of the 
claim, showing both debtor’s and 
client’s name, the date received and 
the amount of the claim. This is 
pasted on the face of the collection 
folder, and filed by dates for auto- 
matic follow-up on claim. 

The fourth sheet is identical with 
No. 3 except for color and the final 
designation which is pasted on the 
debtor’s credit file, making a per- 
manent record for future reference 
for the benefit of any subscriber de- 
siring information as to the desira- 
bility of selling this debtor. The color 
calls attention to the fact an account 


f sat is a Speed Stationery in- 


is in the Collection 
against the party. 

The fifth sheet is an acknowledg- 
ment of the account received for col- 
lection, setting out terms on which 
account is accepted for collection 
and is mailed to the client forward- 
ing such claim. 

The sixth sheet is a cardboard of 
substance 32, perforated four inches 
from the top and standard punching 
on the right. This forms their mas- 
ter card file on the debtor, which is 


Department 
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filed alphabetically and is one of the 
most important records of the six. 


“We have extended your repre- 
sentative (Mr. Dillard) and also the 
representative of the Royal Interfold 
the courtesy of bringing any of their 
prospects to our office to see this 
machine and this stationery in actual 
work at any time they see fit,” writes 
Mr. Jackson. 


Study this installation carefully. 
It offers opportunity. 


4 





FOR SALE 

A well organized Credit Bureau lo- 
cated in California on the Pacific 
Coast. Future progress unlimited, 
180,000 reports on file. Est. 1923. 
Wonderful collection department. 
Owner has other interests. Write 
box 121 “The Credit World” for 
further information. 
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MERCHANTS CREDIT ASSOCIATION 
“Dependable Reporting & Collection Service” 


The above account has been placed with us for 
immediate collection. If there is any question 
relative to the correctness of this, please call 
at our office at once or write your reply on the 
back of this letter 


If the account is correct, we presume you have 
overlooked it, but now that it has been brought 
definitely to your attention, we are sure you 
will appreciate the importance of giving it the 
immediate attention required Therefore, send 
check prosptly, using the enclosed envelope for 
your convenience. 


MAKE ALL PAYMENTS TO MERCHANTS CREDIT ASSOCIATION. 


Very truly yours, 


MERCHANTS CREDIT ASSOCIATION 
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WHAT DIMBULA LEARNED 


“The Day's Work” is the title of a short story written by Rudyard 
Kipling. It’s about a little tramp steamship, “Dimbula.” Upon her 
completion in the yards of her builders, the boat is christened by the 
owner’s daughter and sets sail from the Clyde to New York. 

Perfect in every detail, every part made with the utmost care, she 
starts her journey in full anticipation of a successful voyage, but alas, 
the little vessel discovers all too soon that she has not “found herself.” 

Each part becomes imbued with a feeling that it is more important 
than all the rest. As the “Dimbula” rides into a storm, the rivets, the 
stringers, the frames, the deckbeams and the strakes, groan and com- 
plain, accusing one another of abuse and mistreatment. Mutiny sets in 
and the little boat has a hard time of it weathering the storm. 

“Steam,” portrayed by Kipling as the wise old counsellor of the sea, 
does his best to talk sense and pride into the “Dimbula,” but not until 
the waves have buffeted and hammered her about unmercifully, creating 
a fear that she might be sent with her crew and cargo to Davy Jones’ 
locker, is order restored. 

With the establishment of harmony come renewed pride and self- 
respect and the knowledge of COOPERATION. Gradually the differ- 
ent parts, worn and settled by this time, begin working, pulling, pushing 
and giving together, and finally bring her triumphantly through to her 
destination. 

“Cooperation,” a word borrowed from Latin, meaning “working to- 
gether,” is a word which should be written in the consciousness of every 
individual in an organization, for nothing will defeat the purposes and 
retard the progress of an organization more quickly than a lack of co- 


operation. 


SPOOF IN ADVERTISING 


The Kansas City Better Business Bureau offers the following gen- 
eral recommendations for retail advertising standards: 

‘No Charge for Credit: The statements ‘Buy for Credit at Cash 
Prices,’ ‘No Charge for Credit,’ etc., mean to the customer just what they 
say, but advertisers have used them with mental reservations. The state- 
ments are not accurate if the prices charged are more than the fair prices 
of other stores; if discounts from the so-called cash prices are given to 
actual cash purchasers; if interest or carrying charges are made or if 
other subterfuges are employed. The accurate practice is to state both 
the cash and the credit prices. 

“Down Payments: The phrase, ‘No Down Payment,’ or any similar 
phrase is inaccurate in advertising, if there is any charge for delivery; 
or any charge for credit investigation; or any charge of any nature 
before the customer can get possession of the goods advertised. 

“Terms: The phrases, ‘Terms to Suit Your Convenience,’ “Your Own 
Terms,’ etc., are absurd and meaningless. Stores cannot conduct business 
profitably leaving credit terms to the discretion of the customer. It is 
recommended that such terms shall be explicit.”—P. F. N. 
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Of Particular Importance (3) Fuj;ctions of goods. 


(Continued from page 17) services offered. 


Market to a Larger City Market. 


6. The Business Attractions of 
the City. 


goods. 


of the city. surrounding territory. 


Delivery, credit, and other 
(3) General reputation on style- 
b. The extent to which the city 


offers a market for the sale and re- 
a. The nature of the leading stores distribution of goods produced in the 


THE CREDIT WORLD 


c. The banking facilities. 


7. The Social and Amusement 
Attractions of the City. 

8. The Nature of the Competi- 
tions Offered by Smaller Cities and 
Towns in the Surrounding Terri- 
tory. 

9. The Population of the City. 

10. The Distance Which Pros- 
pective Customers Must Travel in 
Order to Reach the Market, and the 
Psychology of Distance Prevailing in 
That Part of the Country. 

11. The Topographical and Cli- 
matic Conditions Peculiar to the City 
and Its Surrounding Territory. 

12. The Kind of Leadership Of- 


fered by the Owners or Managers of 
Various Business Interests of the 


City. 


Most women desire to buy their style 
goods in a city larger than the one in 
which they live. 
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BOOK REVIEW 
SELLING MRS. CONSUMER 


By Mrs. Christine Fredrick 


Mrs. Consumer is a Sphinx no longer In 
this book she speaks, with authority. 

Nothing could profit you more than a long 
chat with a Mrs. Consumer who “knows her 
groceries” well—also her clothes, her toilet 
requisites, her home furnishings, etc. 

Mrs. Christine Frederick is ‘‘the’’ Mrs. Con- 
sumer and she has produced a monumental 
book; one might say a consumer encyclopedia. 
It can hardly help becoming the great stand- 
ard reference work for all who sell to con- 
sumers. 

If you sell goods to women, family goods of 
any kind, buy this X-ray analysis of the why 
and how of family buying and make money 
from what Mrs. Frederick discloses. But it 
for lively reading as well as for reference. 

“The consumer is in the driver’s seat today,” 
say the economists. The future of business, 
it is everywhere admitted, lies in closer study 
of Mrs. Consumer and consumption. “Selling 
Mrs. Consumer” bristles with vital facts and 
statistics about consumers—with Mrs. Fred- 
erick’s penetrating, “market-basket point of 
view,” and her Experiment Station analytical 
habit to give it sauce and sincerity. 

Here it is in the utmost detail and frank- 
ness—information which manufacturers, re- 
tailers, chain stores, bankers, advertising 
agents, copy writers, salesmanagers, and 
salesmen can profit from every day. 

It must surely be clear to you then how rich 
with value this book of 400 pages is for your 
purposes. 00. 


SELLING BY TELEPHONE 
By J. Geo. Frederick 


es of Business-like, Useable, Authori- 
tative Material which makes History in the 
a method of selling. Illustrated, with 

table system forms, also large folded 
_—- Telephone Sales Map. 

IV. DEVELOPMENT OF TELEPHONE MERCHAN- 
DISING SERVICE IN DEPARTMENT STORES. 
26. Special Need in Department Store Selling—-27. The 
Five Types of Out-of-Town Telephone Merchandising 
Systems—28. Factors Making for Increased Importance 
—29. Range of Merchandise Sold Telephone—30. 
rth Range s Practicability of Telephone Selling 


Handling— 
XVIII. COLLECTIONS BY TELEP. 
126. Advantages of Telephone for =. 2 Tele- 
Dhone Collection = System ‘elephone 
Collection Work— Economy Collections 130, 
Group Telephone Credit Protection—131. Branch House 
Credit Work— 





These books may be purchased 
through the National Retail Credit 
Association. 
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A Business Reading Course 


In the, June Issue of the Credit World We Promised You This— 
Here It Is 


Accounting 


Greer—“How to Understand Ac- 
counting.” Giving a perspective of 
the different branches of the subject. 

Kester—“Accounting Theory and 
Practice.” Volume I. A_ thorough 
explanation of fundamental principles. 

Kester—“Accounting Theory and 
Practice.” Volume II. Corporation 
——valuation problems. 

Stockwell—“‘How to Read a Finan- 
cial Statement.” 

Stockwell—“How to Read a Profit 
and Loss Statement.” 

Gilman—“Analyzing Financial 
Statements.” 

Kraft-Starkweather—“Analysis of 
Industrial Securities.” 

Berrigan—“Elements of Account- 
ing.” 

Bassett—“Accounting as an Aid to 
Business Profits.” 

Bang—“Industrial 
Executives.” 

Beach—“Twenty 20-Minute Lessons 
in Bookkeeping.” 


Accounting for 


Advertising 
Hall—‘“‘Advertising Handbook.” 
Picken—“Principles of Window Dis- 

play.” 
Herrold—“Advertising Copy.” 
Hall—‘‘Mail-Order and Direct-Mail 
Selling.” A 
Buying 
Harriman—“Principles of Scientific 
Purchasing.” 

Budgeting 

Burere and Lazarus—“A pplied 
Budgeting.” 

White—“Forecasting, Planning and 
Budgeting in Business Management.” 


Business Law 


Conyngton—“Business Law.” 
Hoar—“Conditional Sales.” 


Business Organization 


Maynard-Weidler—“An _Introduc- 
tion to Business.”” The economic and 
industrial structure. 

Galloway—‘“Office Management.” 

Robinson—“Fundamentals of Busi- 
ness Organization.” 


Credits and Collections 
Chapin—“Credit and Collection 
Principles and Practice.” 
Beckman—“Credits and Collections 
in Theory and Practice.” 


Distribution 
Maynard-Weidler-Beckman —“Prin- 
ciples of Marketing.” 
Nystrom—“Economics of 
ing.” 
Beckman—“ Wholesailing.” 


Retail- 


Economics 


Hunt—“An Audit of America.” 
Shearman—“Practical Economics.” 


Kimball—“Industrial Economics.” 

Knight-Smith—“Economics,” Vol- 
ume I and II. One good book on 
Economics, which is the basic subject. 


Finance and Banking 

Lough—“Business Finance.”’ Cover- 
ing corporation capital finances and 
their administration. 

Jamison—‘“Finance.”’ Covering the 
current financing operations of a grow- 
ing concern. 

Westerfield—“Banking Principles 
and Practice.’’ Covering the principles 
of money and credit as well as bank- 


ing. 
Kniffin—“The Business Man and 
His Bank.” 
Investment 
Lincoln—“Testing Before Invest- 
ing.” 


Dice—“‘The Stock Market.” 


Insurance 


Mowbray—“Insurance.” 
Ackerman—‘“Insurance.”’ 


Management 

Tead and Metcalf—‘“Personnel Ad- 
ministration.” 

Tead—“Human Nature and Manage- 
ment.” 

Diemer—“Factory Organization and 
Administration.” 

Schell—“‘Technique of 
Control.” 

Morrison—“Twelve Principles of Ef- 
ficiency.” 


Executive 


Merchandising 
Wyman—“Expert Mercandising.” 


Letter Writing 

Lockley—‘“Principles of ‘Effective 
Letter Writing.” 

Beckman & Held—‘“Collection Cor- 
respondence and Agency Practice.” 

Picken—“Credit and Collection Cor- 
respondence.” 

Clapp-Nugent—“Art and Business 
of Good Writing.” 

Fottler—“How to Write a Business 
Letter.” 

Gardner-Aurner—“Effective 
ness Letters.” 

Clapp-Nugent—“How to Write.” 


Busi- 


Research 


Saunders & Anderson—‘Business 
Reports.” 
White—“Market Analysis.” 
Riggleman—“Graphic Methods for 


Presenting Business Statistics.” 


Psychology 

McClure—“How to Think in Busi- 
ness.”’ 

Snow—‘“Psychology in Business Re- 
lations.” 

Craig Carter—‘Personal 
ship in Industry.” 

Lord—“A Plan for Self Manage- 
ment.” 


Leader- 
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Scot-Howard—“Influencing Men in 
Business.” 

Gowin—‘“Developing Executive Abil- 
.” 

Selling 
Ivey——‘Salesmanship Applied.” 
Hall—“‘Handbook of Sales Manage- 

ment.” 

Speaking 
Hoffman—‘“Public 

Business Men.” 
Burtis—-“Everyday Public 
ing.” 
Clapp-Kane—“How to Talk.” 


Speaking for 


Speak- 


Miscellaneous 
Everett—“Keeping Fit by Easy Ex- 
ercises.” 
West—“History of the American 
Nation.” 
Lee—‘“Business Ethics.” 
Foth—“Trade Associations.” 


® 


ADDITIONAL 
BOOKS FOR READING COURSE 
(Continued from June issue) 


Group VIII—Europe in the Seven- 
teenth Century 


Breasted and Robinson, vol II, ch. 
15. 

Faguet, sections on the 17th cen- 
tury. 

La Rochefoucauld, “Reflections.” 

Moliere, ‘‘Plays.’’ Esp. Tartuffe, The 
Miser, The Misanthrope, The Bourgeois 
Gentleman, The Feast of the Statue 
(Don Juan). 

Bacon, F., “Essays.” All. (Every- 
man Library.) 


Milton, J., “Lycida, L’Allegro, Il 
Penseroso, Sonnets, Areopagitica, and 


selections from Paradise Lost.” 

Williams, bk. II. chs. 9-13. 

Hoffding, sections on Bacon, Des- 
cartes, Hobbes, Locke, Spinoza, and 
Leibnitz. 

Hobbes, 
Library.) 

Spinoza, “Ethics,” and “On the Im- 
provement of the Understanding.” 
(Everyman Library.) 

Faure, vol. IV, chs. 1-4. 

Gray, chs, 9-10. 


Group IX—Europe in the Eighteenth 
Century 

Breasted and Robinson, vol II, chs. 
16-21. 

Wells, chs. 26-7. 

Faguet, sections on the 18th cen- 
tury. 

Sainte-Beuve, “Portraits of the 18th 
Century.” 

Voltaire, Works, 1 vol. ed. Esp. Can- 
dide, Zadig, and. essays on Toleration 
and History. 

Rousseau, J. J., “Confessions.” 

Taine, H., “Origins of Contemporary 
France.” 6 v. vol I-IV. 

Carlyle, “The French Revolution.” 
2v. Everyman Library.) 

Taine, “History of English Litera- 
ture’; bk. ITI, chs. 4-7. 

Boswell, Life of Samuel Johnson, 2v. 
(Everyman Library.) 


“Leviathan” (Everyman 


Fielding, H., Tom Jones (Everyman 
Library). 

Sterne, L., Tristram Shandy (Every- 
man Library). 

Swift, J., Gulliver’s Travels (Every- 
man Library). 

Hume, D., “Treatise on Human Na- 
ture.” 2v. (Everyman Library) Esp. 
bks. II and III. 

Wollstonecraft, Mary, “Vindication 
of the Rights of Woman.” 

Smith, Adam, “The Wealth of Na- 
tions.” 2v. (Everyman Library.) Selec- 
tions. 

Williams, bk. II, chs. 14-15. 

Hoffding, sections on the 18th cen- 
tury. 

Faure, vol. IV, chs. 5-6. 

Gray, chs, 11-12. 


Group X—Europe in the Nineteenth 
Century 

Breasted and Robinson, vol II, chs. 
22-28. 

Wells, chs, 38-9. 

Taine, “Origins of Contemporary 
France.” vol. IV, pp. 1-90. 

Ludwig, E., Napoleon. 

Brandes, G., “Main Currents of 19th 
Century Literature.” 6v. 

Goethe, “Faust.” 
em “Conversation with Goe- 
the.” 

Heine, Poems, Trans. Louis Unter- 
meyer. 

Taine, “History of English Litera- 
ture,” bks. IV-V. 

Keats, Poems. 

Shelley, Poems. 

Byron, Poems. 

Faguet, sections on the 19th century. 

Balzac, “Pere Goriot.” 

Flaubert, Works. 1-vol. ed. Esp. 
Mme. Bovary and Salammbo. 


THE CREDIT WORLD 


Hugo, “Les Miserables.” 

France, Anatole, “Penguin Isle.” 

Tennyson, Poems. 

Dickens, “Pickwick Papers.” 

Thackeray, “Vanity Fair.” 

Turgeniev, “Fathers and Children.” 

Dostoievski, ‘‘The Brothers Karama- 
zov.” 

Tolstoi, “War and Peace.” 

Ibsen, “‘Peer Gynt.” 

Williams, bks. III-IV. 

Darwin, “Descent of Man.” 

Hoffding, sections on the 19th cen- 
tury. 

Buckle, “Introduction to the History 
of Civilization in England.” Esp. Part 
I, chs. 1-5, 15. 

Schopenhauer, “Works.” 1-vol. ed. 

Nietzsche, “Thus Spake Zarathus- 
tra.” 

Faure, Vol. IV, chs. 7-8. 

Gray, Chs, 13-17. 


Group Xl—America 

Beard, C. & M., “The Rise of Amer- 
ican Civilization.” 2v. 

Poe, “Poems and Short Stories.” 

Emerson, “Essays.” 

Thoreau, “Walden.” 

Lincoln, “Speeches and Letters.” 

Whitman, “Leaves of Grass.” 


Group XII—The Twentieth Century 


Breasted and Robinson, vol. II, chs. 
29-30. 

Wells, chs. 40-41. 

Fay, S., “Origins of the World War.” 

Rolland, R., “Jean Christophe.” 2v. 

Ellis, H., “Studies in the Psychology 
of Sex,” vols, I, II, III, VI. 

Adams, H., “The Education of 
Henry Adams.” 

Bergson, “Creative Evolution.” 

Spengler, O., “Decline of the West.” 
2v. 








Told by Mr. Frank Batty in His Speech at the 
Convention 


In the same year that Columbus discovered America, there was en- 
acted in the City of Florence, Italy, one of the most remarkable scenes in 
history, a scene which to my mind has its counterpart in our land today: 

Lorenzo, the Magnificent, the Prince of Florence, lay on his deathbed. 
Before he passed on into the great Eternity, he felt he must receive abso- 
lution, but at whose hands? There was but one he desired, Savanorola, the 
friar who lived in the monastary on the hill. Savanorola was sent for and 
reluctantly he went, knowing full well the character of the man with 
whom he had to deal. Arriving at the beside of the dying prince, he said, 
“Before I grant you absolution, three things are necessary.” What things,” 
said the monarch? Savanorola said: “First, you must confess to me your 
fullest faith in the Diety.” “I confess,” said Lorenzo. Secondly, “You 
must restore all your ill-gotten goods.” There was a long pause, but again 
the Prince assented, “I will restore.” “Then,” said Savanorola, “third and 
last,” and drawing himself up to his full height as if transfigured, “Third 
and last, you must restore liberty to the people of Florence.” There was a 
iong dreadful silence in that death chamber, and finally Lorenzo turned 
his face to the wall and died without having granted the demand. Not 
long after this Savanorola was publicly hanged, his body burned and the 
ashes cast in the river Arno which flows through the streets of the city. 
But historians record this: That six months later the government was forced 
to see that the Republic could only be saved by adopting the very policies 
advocated by the friar. 
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Instilling Credit Character at College 


Purdue University, one of the best 
known engineering schools in this 
country, has placed itself on record 
as an educational institution favoring 
the teaching of credit obligations. 

Its student body comes from coun- 
tries all over the world, its campus 
resembles the meeting place of many 
discordant and unintelligent 
tongues, but every man and woman 
enrolled there for a degree knows 
the law concerning credit and abides 
by its restrictions. 

The credit investigation problem is 
quite simplified—if a regularly en- 
rolled student for a degree—there 
will be no graduation for the man or 
woman who neglects to conclude all 
obligations prior to commencement. 
The University has announced that 
as the law and adheres to the ruling 
no matter how harsh it may seem in 
individual cases. ‘ 

This policy has many attributes. It 
has encouraged trade, it has proved 
a great convenience in cashing small 
checks for student funds, and it has 
taught the student body that the term 
credit means a cooperative contract 
between two parties. Such lessons 
as these taught in the plastic age of 
our university youth should take 
root and be a basic policy for future 
life. 

In these pacific times there is a 
story worth reading from the age old 
traditions of the military profession 
throughout the world. Just as in our 
own army commissioned officers are 
acknowledged gentlemen, they have a 
rigid code to follow in their respec- 
tive financial matters. 

Credit is extended to every officer 
as long as he shows his appreciation 
for that courtesy and can success- 
fully handle his obligations. When, 
due to the various misfortunes which 
befall officers in peace time, it is not 
possible to reestablish their credit, tra- 
dition takes a hand. The army can- 
not continue to harbor those individ- 
uals. They must and do get out. Dis- 
grace is the final entry on their serv- 
ice record. 

To the officer who dedicates his 
life to the professional study of arms 
there is nothing so dear as his desire 
to keep his record stainless. That 
means an absolute and clean bill of 
credit. There is not a compromise 
possible. Once out of the army be- 
cause of financial difficulties there is 
no recall. The bridges have been 
burned. To the military profession 
credit is an honorable adjunct of ex- 
istence and traditionally appreciated 
as such. 


Little Murray Barnhill 


College Publishers’ Representative, 
conducted a survey regarding student credit condi- 


tions which indicates that students are better than 
the average. 



































College Comte | “oe Bad cross Done With 

Students Discount Bills ccounts Students Per Yr. 
Cornell — 63% 80 days 14 of 1% $50,000 
Princeton ‘= 76% 60 days 14 of 1% 60,000 
Vassar | ; 66% 57 days 14 of 1% 10,000 
Dartmouth ; 40% 60 days ay! of 1% 30,000 
Stanford 38% 48 days ; Il, of 1% 25,000 

Wellesley 45% 30 days 14 of 1% 5,000 ; 
Average 55% 56 days Vy of 1% $30,000 
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What is Instalment Selling Doing to Us 


(Continued from page 19) 
Nystrom’s estimate of $35,000,000,000 for our total 
retail trade in 1923 and the current estimate of $45,000,- 
000,000 for 1929, we may judge that instalment sales 
were a trifle over 12 per cent of all retail trade in 1923 
and a fraction over 13 per cent of total retail sales in 
1929, 

We are forced to conclude that instalment selling has 
been growing naturally and normally along with the 
aggregate volume of retail trade during the past six 
years at least. How, then, shall we explain this great 
public discussion of instalment selling in late years? 
The sponsors of finance companies handling instalment 
paper claim that when several thousand stores began to 
advertise the Ten Payment Plan (a so-called instalment 
plan) for the sale of clothing the feeling was aroused 
in the public mind that the instalment business was going 
too far. 

But many of us believe that the widespread discus- 
sion of instalment selling since 1923 has been stimulated 
to a large degree by the finance companies themselves. 
These finance companies increased from 125 in January, 
1923, to over 1,000 in December, 1924, and, as the im- 
portance of instalment selling in the automobile field 
began to decline after 1923, the finance companies made 
strong efforts to extend their business to other lines. 
Since December, 1924, the National Association of 
Finance Companies has issued a brief, bulletin, circular, 
document or statement of some kind on an average of 
once a week. 


Instalments and Prosperity 


2. Instalment selling is not the cause of our recent 
great prosperity. It has, it is true, helped to bring about 
in certain industries large scale production, stability of 
operation, lower prices, and better quality of piuducts. 
This has been true in the automobile industry which is 
responsible for roughly one-half of all retail instalment 
sales. Other durable goods of relatively high value that 
are well-suited to instalment selling are: real estate and 
property improvements, furniture, washing machines, 
musical instruments, sewing machines, vacuum cleaners, 
stoves and ranges, mechanical refrigerators, jewelry 
store goods, tractors, and farm machinery. But the list 
is not long, and we must not forget that instalment sell- 
ing is naturally suited to so few lines of industry and its 
total aggregate is such a small part of our ‘retail trade 
that it cannot be looked upon as a major factor affecting 
business prosperity. 

But if instalment selling has been a factor of real im- 
portance in the prosperity of certain lines, business men 
in other lines not adapted to instalments have professed 
to be hurt by its development, claiming that consumer 
purchasing power has been diverted from their lines to 
instalment houses and that their open accounts have 
been slowed down by clients buying too heavily from 
instalment firms. It is no doubt true that instalment 
selling has led consumers to spend a larger part of their 
incomes for durable goods of high value (like automo- 
biles and the other items just enumerated) and a smaller 
part for ephemeral goods of low value or so-called 
“necessaries.” 

But the consumer is the final judge, and if he chooses 
to put small sums into instalments for the purpose of 
obtaining durable articles of high price, which he feels 
are representative of a higher standard of living, instead 
of spending the small sums for low-priced goods and 
services, the individual business men who are hurt must 
take the consequences. As to the slowing down of open 
accounts due to consumers loading up heavily at instal- 
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ment houses and meeting the instalments while allowing 
their open charge accounts to run, the responsibility 
falls squarely on the credit manager to realize that con- 
sumers pay first of all those who insist on being paid 
and to make it known that the open accounts of his 
house must be paid and must be paid promptly. 


Not a Major Cause of Depression 

3. Instalment selling is not a major cause of business 
depression. It is having but slight effect on the depth and 
length of this present recession in business. This is true 
for four reasons. 

In the first place, there is not, as if often assumed, a 
tremendous mass of “frozen credits” in the form of un- 
paid instalment accounts to be liquidated. Even if we 
take Ayres’ generous estimate (which is perhaps three- 
quarters of a billion too high) that about $6,700,000,000 
of instalment paper was created in 1929, there would 
have been only $2,900,000,000 outstanding at the end of 
the year. This would be 3.3 per cent of our national in- 
come and only 5 per cent of our total retail trade—not a 
very large amount of indebtedness to be liquidated. 

Second, jobless workmen cannot pay instalments of 
course, but the relative number of unemployed is not so 
large as we usually assume in pessimistic times like 
these. The great majority of workers remain at work 
even during great depressions. The greatest depression 
of modern times, that of 1921-22, threw 3,653,000 men 
out of employment, according to the Brookmire esti- 
mates, but 39,508,000 or 91 per cent of the 43,161,000 
remained at work. By 1922, 94 per cent were employed 
and by 1923 employment was full. Our present depres- 
sion is quite mild compared to that of 1921-1922. 

Third, only a portion of the unemployed have in- 
stalments to meet. The recent report of a survey on 
instalment buying in five major cities (New York, Chi- 
cago, Boston, Baltimore and New Orleans) made by the 
United States Department of Labor shows that 41 per 
cent of the families surveyed were paying for one or 
more articles by instalments. If this survey may be 
taken as representative of the country as a whole, it ap- 
pears that roughly only two out of every five families 
have instalment payments to meet during the depression. 

Fourth, there are some theoretical considerations to be 
taken into account. Depressions do not descend upon us 
suddenly. The present depression developed and spread 
slowly, giving both credit men and consumers time to 
check the volume of rlew instalment sales and to settle 
down to the speedy liquidation of outstanding indebted- 
ness, which was not menacing in amount. 

Whether credit managers really did begin last fall to 
exercise a stricter control over new instalment business 
and whether the indebted workers, seeing other workers 
losing jobs and fearing for their own, began to restrict 
their buying on instalments and to work harder to keep 
their jobs, I am not in a position to say. As I stated, 
these are theoretical considerations. But they are theo- 
retical possibilities which must be transformed into facts 
by our credit men, if the credit fraternity is going to 
accept the responsibility for its share in the task of 
handling business depressions. 


Summary 

Now let us briefly summarize this first part of the 
paper as follows: First, it is hard to sympathize whole- 
heartedly with the fear felt in many quarters over the 
supposedly abnormal and ‘menacing recent growth of in- 
stalment selling when the best available statistics indicate 
that since 1923 the instalment system has been growing 
at practically the same rate as our total retail trade. Sec- 
ond, instalment selling has been an important influence in 
bringing prosperity to certain lines of business activity 
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(namely, the production and distribution of durable 
goods of relatively high value) to which it is peculiarly 
suited, but its aggregate volume is so small and its scope 
of application so restricted that it cannot be looked upon 
as a major factor in our national prosperity. Third, de- 
linquencies in making instalment payments will be great- 
er, defaults on instalment obligations will be more fre- 
quent, and repossessions will be more numerous than 
usual this year, but the existence and operation of our 
instalment system will not importantly affect either the 
depth or length of this present business depression. 


II 
Effects Upon the Consumer. 


Now, what about the effects of instalment selling on 
the consumer? First of all, by helping to bring about 
large scale production in certain lines, instalment selling 
has enabled consumers to obtain certain articles in better 
qualities and at lower prices. The cash customer has 
undoubtedly received such benefits and the credit cus- 
tomer probably pays no more than he would if fewer of 
these articles were produced to be sold for cash only at 
necessarily higher prices. Both cash and credit customers 
seem to have benefited through the introduction of in- 
stalment merchandising in the automobile industry. 

Second, instalment selling no doubt increases the hap- 
piness and satisfaction of many consumers in making 
it possible for them to secure useful and enjoyable 
articles of high value which they never would have ob- 
tained or which they would have secured only after years 
of waiting. Instalment selling seems to act upon many 
as a kind of forced saving, for some who will not volun- 
tarily set aside savings to make possible the purchase of 
a high-priced article in the distant future will meet the 
instalments if the coveted merchandise is immediately 
put into their possession. The instalment buyer pays 


more than if he chose to wait, save and pay cash, but he - 


evidently feels that the happiness and satisfaction arising 
from immediate possession and use of his purchase out- 
weigh the carrying charges. 

Third, it is theoretically possible for instalment selling 
to be so administered by credit men as to contribute to 
the character, capacity and capital of the consumer. The 
instalment system with its periodic payments may be 
used to educate the consumer, who is called upon to make 
those payments, to budget his income and expenses and 
to plan ahead; it may be used to make the instalment 
buyer a better financial manager if well-directed by com- 
petent credit men. The instalment system may cause 
its buyers to work harder, steadier, and more willingly. 

We have seen this happen,in the instalment buying of 
homes, and home ownership has always been advocated 
strongly because when a man obligates himself to pay 
for a home, he settles down, works harder and steadier, 
and becomes more stable and conservative. He is spurred 
on by the prospect of ultimately owning his own home 
—a piece of property, a durable economic good. If this 
is true in the case of the home, may it not also be true 
in the case of the furniture of the home—and of the 
washing machine, the vacuum cleaner, the sewing ma- 
chine, the mechanical refrigerator, the stove or range, 
and other durable goods of relatively high value? These 
theoretical possibilities of instalment buying have not 
worked out universally in practice, as you well know, 
but they do seem to reside in the system—waiting for 
credit men to bring about their realization. 


III 
Some Imperfections in the Instalment System. 


_ It becomes necessary in an impartial analysis of the 
instalment system to call your attention seriously to the 
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imperfections which still exist in this method of mer- 
chandising. 

This is for two main reasons. First of all, a great 
many credit men seem to have sunk back into a state of 
blissful indolence and indifference as regards to the func- 
tioning of the instalment system, feeling no doubt that 
it is operating quite satisfactorily or at least as perfectly 
as possible. This is far from the truth. Second, the 
never-ending stream of statements, circulars, and articles 
issued by the sponsors of instalment selling pass lightly 
over the flaws in the system and leave the impression 
that it calls really for no serious attention nor for any 
determined, intelligent effort to better it. 

For example, one of the leading sponsors of the instal- 
ment system states in a widely-circulated magazine ar- 
ticle: “It does seem that improvident buying on the 
instalment plan must be rather rare considering that one 
single case of a man who pledged himself to pay out 
more than his total income has done duty in uncounted 
speeches and magazine articles in the last two years.” 
But cases of improvident buying on the instalment plan 
are not so rare; they are in my judgment very much 
more frequent than they should be. 

There are quite a few improvident instalment buyers 
in one city which I have studied rather closely and for 
which I have some detailed figures—-Chattanooga, Ten- 
nessee, an industrial city of a little over 100,000 popula- 
tion. Our retail credit managers were questionnaired at 
my request by our Bureau as to their opinion on over- 
buying. Eighty-four per cent of those replying were 
of the opinion that twenty-five per cent or more of our 
people have monthly bills and obligations larger than 
their monthly incomes and that instalment selling helped 
much to bring about this over-bought condition. 

Of course, these are only opinions, but here are some 
highly interesting facts. During the period from January 
15, through June 6, 1930 (about five months) a group 
of furniture dealers doing about 60 per cent of the busi- 
ness reported to our Bureau 2,353 repossessions with a 
total amount owing at time of repossession of $195,- 
446.84. For the period from March 21 through June 
6, 1930 (eleven weeks) thirty automobile dealers doing 
approximately 80 per cent of the business reported re- 
possessions of 494 cars with a total amount owing of 
$92,617.69. A separate card is maintained in file at our 
Bureau for each family repossessed and we find that: 
even with but part of the firms in only two of the various 
instalment selling lines reporting (one line reporting 
about five months and the other for only eleven weeks) 
already 2,794 families or roughly 10 per cent of the 
families in Chattanooga have been repossessed. 

Instalment Bad Debt Losses Too High 


These figures seem to indicate that there is quite a bit 
of improvident buying transpiring under the instalment 
system. Of course, we must expect a certain amount of 
over-buying under any plan or system. But how much? 
Is there no more over-buying in the instalment system 
than there should be in order to call the system perfectly 
satisfactory? My belief that the over-buying is excessive 
is not based simply on repossession figures but is mflu- 
enced by Part I of the National Retail Credit Survey 
covering 6,832 establishments whose total net sales (cash, 
credit, and instalment) in 1927 exceeded $2,500,000,000. 

The survey shows that: for department stores, the 
average ratio of bad debts to instalment sales was more 
than twice as great as the average ratio of bad debts to 
open credit sales; for furniture stores, seventy-five per 
cent greater; for men’s and boys’ clothing, over twice 
as great; for dry goods, seventy-five per cent greater ; 
for women’s, children’s and infants’ wear, over seven 
times as great; for fur goods, fourteen per cent greater ; 
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for general clothing, over eleven times as great. This ex- 
hausts the list surveyed. 

These figures, I submit, show that in a great many 
lines of retail trade there is far more over-buying due 
to the instalment system than there should be. For not 
a single keen student of credit, not one competent credit 
manager, will entertain for a minute the idea that there 
must necessarily be a higher bad debt loss ratio in instal- 
ment credit than in open credits. A detailed examina- 
tion of the statistics in the fifty-two page Survey of the 
Department of Commerce indicates the truth patent to 
every trained credit man: that instalment selling need 
not be more productive of loss than selling on open ac- 
count. Although the bad debt loss ratio was against 
instalment selling in every line surveyed, | find many 
groups of stores, arranged as to volume or as to sections 
of the country, that are holding instalment losses down 
to or even below open account losses. 

This over-buying, these inordinately high bad debt 
losses are a challenge to every responsible credit man- 
ager; they constitute a very real imperfection in the 
instalment system. I accept the system in its general 
outlines as good—its benefits far outweigh its evils—cer- 
tainly I would not be so absurd as to “view it with 
alarm.” But I insist that the system cannot be accepted 
as functioning satisfactorily until its over-buying and its 
bad debt losses are brought down to the level of the open 
account system. And I protest against the “pollyanna” 
propaganda and the over-enthusiastic raptures of those 
who would have us believe that the system is working 
perfectly and needs no attention from credit men. 


Sound Principles to Follow 

The experts among our credit managers have already 
worked out practical rules to make instalments as safe 
as open accounts. They know that: 1. The smaller 
the down-payment, the larger the losses; 2. The longer 
the credit term, the greater the losses; 3. The down- 
payment must more than cover the depreciation which 
occurs when the article is transferred to the customer; 
4. The amount of the payments made by any date in 
the term of the instalment contract must more than cover 
the depreciation undergone by the article at that date; 
5. A really careful credit analysis must be made before 
delivering the goods. 

In brief, more losses occur in extending instalment 
credit than open account credit only when the instalment 
credit manager is ignorant of the scientific technique of 
his job, or when the boss over-rides the sound judgment 
of the trained credit man. 


Instalment Borrowing 

Now, I wish to direct your attention to a practice 
closely akin to instalment selling of merchandise, in- 
dulged in by a substantial percentage of people. I 
refer to the widespread practice of borrowing money 
from high-rate small-loan companies, to be repaid in in- 
stalments. This is, of course, just another species of 
instalment selling or instalment buying, and to some ex- 
tent it has been inspired by the instalment selling of 
merchandise. ‘ 

Frequently individuals over-buy because of the oppor- 
tunities offered by instalment selling and, finding their 
various monthly bills and obligations larger than their 
incomes, they borrow from the small loan companies. 
But such borrowing often leads to new and larger 
monthly obligations and the borrowers occasionally find 
themselves hopelessly involved. We find cases from 
time to time of individuals who, in addition to owing 
several instalment houses, have borrowed up to three 
hundred dollars from three, four or even a half-dozen 
separate small-loan companies. 
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According to the Twentieth Century Fund Report esti- 
mates appearing in the New York Times of April 27, 
small loans to American workers have reached the in- 
teresting annual aggregate of $2,600,000,000 (carrying 
interest rates ranging from 1 per cent per month to as 
high as 240 per cent per annum) with interest charges 
of approximately $780,000,000. 

The detailed study I have made with the cooperation 
of our Bureau in Chattanooga into the bankruptcies 
among wage earners and salaried workers in this city 
during the past year shows that 54.3 per cent of the 
bankrupts were owing small-loan companies. Of those 
bankrupts owing any small-loan companies, 51 per cent 
owed two or more. I have no way of knowing whether 
the percentage of the entire working population of 
Chattanooga owing small-loan companies is smaller or 
larger than the ratio for bankrupts. But another of 
our studies made this spring on the loan companies of 
the city shows that sixteen small-loan institutions of 
various types (not including fourteen pawn brokers) 
are lending $3,445,000 annually in this city. This amount 
is equal to nearly $30.00 for every man, woman and child 
in our population, and it carries interest charges of prob- 
ably $1,055,000. Here is a development in instalment 
methods which merits the careful and earnest scrutiny 
of credit men. 


Some Challenges to Credit Men 

In conclusion, let me say that in order to gain a more 
perfect control over the instalment system of merchan- 
dising goods and lending money, to fulfill your respon- 
sibility of protecting your house, you must accept with 
intelligence and enthusiasm three challenges : 

1. Acknowledging without alarm the fact that the in- 
stalment system is here to stay, but keenly realizing that 
its operation is far short of satisfactory as judged even 
by open credit standards, you must, by real, honest study 
of the technique of instalment credit management, im- 
prove your mastery over the instalment system. 

2. Knowing that over-buying can only be reduced 
through cooperative action by credit grantors, you must 
enlarge your local associations and increase your efforts 
toward stronger and more thorough cooperation among 
all members. 

3. Realizing that over-borrowing may prove costly 
to both the small-loan houses and to your own firm, you 
must see to it that loan company credit men are brought 
into cooperative fellowship either through direct mem- 
bership or through membership in a loan company group 


in your locai association. 


On the Cuff for a New Roof 


(Continued from page 13) 


four different plans for dealers, including a wholesale 
arrangement to enable the dealer to carry a stock of 
burners at all times in his own place of business, and 
a retail arrangement for the assistance of customers 
who prefer, for one reason or another, to pay “some- 
thing down.” The Standard Sanitary Manufacturing 
Company of Pittsburgh is now engaged in a test cam- 
paign, limited to a few cities, the results of which will 
determine largely its future policies as to the merchan- 
dising of its plumbing fixtures on an instalment basis. 
The Johns-Manville Corporation, too, has recognized 
the necessity of offering a plan of deferred payment in 
the sale of its products. 
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Standardization in Financing Com- 


modities Other Than Automobiles 


By R. Schuppe 


General Service Manager, Citizens Finance Company, St. Louis, Mo. 
An address before the Sixth Annual Meeting of the National Association of Finance Companies 


EARLY everyone was interested last fall in the 
market action. Many people suffered losses and 
there are many people today who still do not 

know whether they have taken all their losses. Those 
investors who bought substantial stocks outright, such 
stocks as American Telephone and Telegraph, General 
Electric, Westinghouse Electric and other substantial 
stocks and put them away in their strong boxes have 
nothing to worry them, but those who speculated and 
bought stocks on a thin margin have much to worry 
them. Speculating on a thin margin is not a safe, busi- 
ness-like method. The financing of installment sales by 
unsound and unbusiness-like methods is equally unsafe 
and dangerous. 

3y standardization of procedure is meant standardiza- 
tion of methods which are safe, sound and business-like. 
This subject is of interest and vital importance to finance 
companies because it is the answer to a satisfactory basis 
for financing of commodities other than automobiles. 
I purposely omit automobiles because that is the one 
article being financed today in any appreciable amount 
on a reasonably scientific basis. We in the finance busi- 
ness are all interested in the adoption of safe and sound 
methods in our business because only these will elimi- 
nate the evils attending financing of installment sales 
by loose and unbusiness-like methods. 

Many present day methods of financing of commodi- 
ties other than automobiles may be criticized. I do not 
mean that we all endorse and follow these methods but 
they are adopted by many finance companies and we find 
them working as a hinderance to the adoption of better 
methods. These methods are in many cases demanded 
by dealers because they are easy and offer little sales 
resistance and are exceptionally attractive to a certain 
class of the purchasing public. Let us see what is their 
nature. This can be stated in a few words: down-pay- 
ments of only a small amount such as $5.00 to $15.00 
ranging from 3% to, in some few cases, 10% of the sell- 
ing price; time limit extending to 18 and 24 months or 
longer; no dealer reserves or only a small reserve; no 
minimum charge; payments in many cases being col- 
lected by the dealers. I am sure that there is no one 
attending this convention who does not agree that these 
practices are unsound and unbusiness-like. 

We all agree that these methods are wrong but how 
did they originate and under what conditions? The 
fact that they are present in no way endorses their 
soundness. If we can determine how and why they 


originated we can more easily determine whether or not 
they may be corrected. 
know people. 


To know this origin we must 
Business is based primarily on human 
desires and the human element is the fundamental con- 
sideration in business. People desire things and the 
purpose of business today is to satisfy these desires. 
Always when there is a new idea or a new business (and 
installment financing on a vast and diversified scale is 
comparatively new), that business must consider people 
and what they are thinking about. Let us see what 
people have been thinking and doing, what their develop- 
ment has been during the past few years—during which 
period installment financing has also developed. In the 
past few years many things have happened to change 
people. People have changed because world practices 
were changing. Formerly their field was restricted— 
their world was small. It was confined to the scope of 
their front window; to their own city or at the most 
to their own state. People were comparatively static 
and consetvative in that their views and desires were 
fairly limited. But then events happened in rapid fire 
succession. The World War took hundreds of thousands 
of men from their back yards across the sea and to 
foreign nations; the radio was developed, which brings 
news not only from neighboring cities, neighboring 
states, but from neighboring nations as well, at the mo- 
ment it occurs; the automobile has taken people at their 
will to the country sides thousands of miles away ; aero- 
planes have enlarged the scope of human endeavor to 
another sphere—the atmosphere; the motion pictures 
and now the talkies have done much to expand the views 
of people. But what has this to do with methods of 
installment financing? Just this—that these same people 
who were changing so rapidly had many new things to 
desire. They are no longer conservative and static. All 
these things have made them dynamic, optimistic and 
restless against many rules and restrictions. This new 
imagination, these expanding attitudes, this optimism are 
the spirit of the times. People of this type and in such 
a period can very easily run amuck and become unrea- 
sonable in their demands on business. This is just what 
has happened. Dealers and merchants have catered not 
only to the demands but even the whims of this new 
people. It was the easiest way and the way of least 
resistance. And these whims and demands have resulted 
in ridiculously low down-payments, unreasonably short 
time limits and other unfavorable factors. Business 
while primarily instituted to serve the needs of people 
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must however be the final judge of what methods are 
best. Every new development must pass through these 
stages of trial and experiment until satisfactory stand- 
ards are found. It is experience which teaches. 

Is it any wonder that questionable methods developed 
during this unprecedented period of expansion, this 
period of speed and revolutionary new ideas? We all 
have worshiped at the shrine of speed, volume, optimism 
and unrestraint. All this new development is commend- 
able. It is progress itself and must be fostered. But 
now it is high time for us to tarry awhile and step aside 
from the mad whirl and consider well what methods 
should be standardized. We must find methods which 
will serve best both consumer and manufacturer. Busi- 
ness must weigh well the methods and adopt them only if 
they are sound. 

Methods which were developed during these trying 
conditions were almost emergency measures and as such 
may be corrected. 

I have attempted to show what the unsound practices 
today are and also to show how these practices devel- 
oped. If we say that these practices are unsound and 
would correct them, then we must have some idea of 
what might constitute proper standards. Let us arrive 
at some idea of what these might be. 


The down-payment should approximate the initial de- 
preciation on the merchandise, should create a sense of 
ownership in the buyer, should be large enough to cause 
the buyer to suffer uncomfortably in the event of de- 
fault, should be large enough to offset any anticipated 
reduction in price and should approximate the dealers 
gross profit. A down-payment sufficiently large to con- 
form with these requirements is a protection not only to 
the finance company but to the dealer and purchaser as 
well. It protects the dealer from excessive repossessions 
and it keeps a purchaser from buying something which 
he probably should not have if he cannot make a down- 
payment conforming to these requirements. The down- 
payment should approximate the initial depreciation be- 
cause of the fact that theoretically the customer’s unpaid 
balance should not be more than the value of the article 
itself. It should be large enough to create a sense of 
ownership so that the customer will not allow a reposses- 
sion, and should be large enough to cause him an uncom- 
fortable loss in the event of default, because if such is 
the case he will make every effort to prevent default. 
The down-payment should be large enough to offset 
any anticipated price reduction by the manufacturers be- 
cause if this is not true it might be possible for the pur- 
chaser to buy a new and probably improved model for 
less money than he owes on the one he did buy. It 
should approximate the dealer’s gross profit because it 
is extremely poor business for the finance company to 
finance dealers’ profits. I hope that it is needless to say 
that the down-payment regardless of its other qualities 
should always be more than the salesman’s commission. 
In any case in which the salesman is paid a commission 
at the time the so-called sale is made, if the commission 


THE CREDIT WORLD 


is greater than the required down-payment, then it is 
money in the pocket of the salesman to advance the 
down-payment himself. Of course, sales of this sort 
within a very short time always cause trouble. As ridic- 
ulous as this may seem, I am only mentioning it because 
it is practiced to a considerable extent. 

Payments should not extend over too long a period. 
The equal monthly installments should never be less than 
the estimated progressive depreciation of the merchan- 
dise. The time limit, I believe, in practically all cases 
should never exceed 12 months. On commodities which 
depreciate rapidly or have a large factor of obsolescence 
the time limit should be short—6, 8 or 10 months. This 
is especially true in the case of radios which are con- 
stantly being improved and developed. Major improve- 
ments render previous models obsolete. If the time 
limit is too long, resulting in small installments, and in 
addition, the down-payment has been too small, then the 
purchaser does not have a sufficient equity in an obsolete 
model to urge him to retain it. 

The finance charge is generally a percentage of the 
unpaid balance. In the financing of inexpensive articles 
it will be found that the percentage of the unpaid balance 
is only a nominal amount. For instance—if an article 
shows an unpaid balance of $50.00, an 8% rate applied 
results in only a finance charge of $4.00. I believe there 
is no finance company which can handle such an account 
on that basis at a profit. Rates may be fixed on a per- 
centage basis, but there also should be a minimum charge 
for small accounts and this minimum charge should be 
enough to approximate at least the cost of handling the 
account. 

Dealer reserves should be set up and should never be 
less than 10%. A reserve which is represented by cash 
withheld from the dealer gives this dealer a real interest 
in every account. It urges him to follow up collections. 
This reserve is helpful to the finance company in that it 
creates an account to which any losses which are not 
taken up by the dealer may be charged. This reserve 
should be paid to the dealer only after each individual 
contract has been paid in full and no remittance of this 
reserve should be made to the dealer unless his reserve 
is equal to or more than the delinquencies on the con- 
tracts which he has sold the finance company. No inter- 
est should be paid on dealer reserves because the usual 
rate which is established by the finance company does 
not allow for such an interest item. If interest is to be 
paid on dealer reserves then the finance charge itself 
must be increased enough to allow for this interest item. 
I believe that dealer reserves should not bear interest. 

Who should collect the installment payments? All in- 
stallments should be paid directly to the finance company. 
The finance company has purchased the installment con- 
tract and it is their property and the proceeds from the 
installment contract are the property of the finance com- 
pany and as such should be paid directly to the finance 
company by the purchaser of the commodity. Most 
irregularities develop from the collections made by deal- 
ers. Unscrupulous dealers resort to practices which are 








sales 








rr wwe Ve 





for JULY, 1930 


difficult to detect until it is too late and the finance com- 
pany has suffered a loss. There is no sound reason for 
dealers making the collections and then remitting to the 
finance company. I urge you in all cases to have install- 
ment payments made directly to the finance company. 

Just a word in regard to floor planning or as it is some- 
times called—wholesale financing. I heartily disapprove 
of floor planning as commonly practiced. If a commod- 
ity may be financed on the wholesale plan through a 
bonded warehouse, this may be satisfactory. However, 
the ordinary method of wholesale financing, which allows 
dealers to display the commodities and to distribute these 
commodities for demonstration, is dangerous. There is 
no real safeguard for the finance company. The only 
protection a finance company has is constant vigilance 
and frequent checking of the items financed. Some of 
the most glaring irregularities which have occurred in 
the finance business have resulted from wholesale financ- 
ing. If a dealer has not sufficient working capital or 
local credit to finance his own stock in trade, then it is 
extremely doubtful if he should be in business. I know 
of no safe, business-like method by which floor plan 
financing may be handled, with the exception of the 
method which uses bonded warehouses. 

Sound installment financing has as its prerequisite 
sound installment selling. Merely because an article has 
been sold on the installment plan is no reason for it being 
financed by a finance company. The essentials of sound 
installment selling are the same as those for sound in- 
stallment financing and these must be present if a finance 
company is to handle the account on a satisfactory basis. 

Installment selling and financing play such an impor- 
tant part in industry today that it behooves everyone 
interested in the movement to constantly strive for the 
standardization of sound principles of installment selling 
and financing. Safe, sound business-like methods may 
be standardized by the authority and general consent of 
finance companies themselves and only these methods 
should be adopted because they are best for business and 
the people served by business. 


I urge you all to endorse only sound methods. I urge 
you to adhere to the principles of sound installment 
financing in the financing of all commodities. Those 
companies which do will stand the test to which install- 
ment selling and financing is being subjected. On No- 
vember 17 last the Financial Editor of the New York 
Times stated that the system of installment selling 
must face a test. This also means that installment fi- 
nancing must face a test. 
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Specifically controlled mail advertising will increase 
sales and decrease customer turnover. 
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Toronto Convention 
(Continued from page 27) 

possibilities of reducing the time open accounts re- 
main uncollected, by insisting that customers obtain 
small loans to kep their credit good. Too many of 
the credit men look upon the small loan company as 
a competitor for the consumer’s dollar, preferring to 
pay the enormous charge of commercial collection 
agencies rather than to see their customers divert part 
of their income to meet the much more reasonable 
charge of the personal finance companies. 


Campaign of Education 

However, we must applaud with enthusiasm the 
preparations under way by this great national organ- 
ization which look toward a program of advertising 
and publicity to educate consumers in the same use 
of credit. After all, problems of the retailer and of 
the personal finance companies can only be solved 
through the cooperation of the consumer and his in- 
telligent use of this great modern asset. 

The campaign of education which will probably be 
launched early next year should have our most en- 
thusiastic cooperation. It is to be under the direc- 
tion of the National Retail Credit Association’s new 
director of public relations, Frank C. Hamilton, who 
is attached to the national association headquarters at 
St. Louis and who, at Toronto, outlined his plan for 
making the public credit conscious. Plans for credit 
control both through education, and through exchange 
of credit information by the National Retail Credit 
Association and by the American Association of Per- 
sonal Finance Companies, need to be effectively cor- 
related. We are all dealing with the same public and 
we are concerned with the consumer’s solvency and 
economic stability. Friendly contacts between us 
should early develop into joint conferences looking to- 
ward mutual understanding of our problems and co- 
operation in their solution. 
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You Can Do What You Want 


(Continued from page 30) 

President Hadley, of Yale, said that the strongest 
thing that could curb the trusts, if we wished to exercise 
it, was the social weapon, the social weapon of ostra- 
cism. Do you fancy for one moment that if people 
who were known not to be paying their bills, were in 
discredit with their associates, their friends, that they 
would not quicken or aim to quicken the time that 
they would pay their bills? 

It has to be done very cleverly and subtly, you can- 
not do it individually because if any of you comes to 
me individually and pokes your finger into my eye, I 
have become offended, and if I am offended, I will take 
my trade elsewhere. 
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Kemind You-- 


that this account 
has probably been 


overlooked and 








NOW that we've 
reminded you, 
won’t you send 
us a check— 
please? 


Thank You! 


we'll appreciate 
your remittance. 
Thank You! 
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for this past due 
to overlook these account will be 
things. Let us appreciated. 
have your remit- We'll be watch- 
tance now—and we ing for it! 

can both forget it! Many Thanks! 


Thank You! 


























NEW STICKER SERIES 
On Your Statements 


Attractive little persuaders that say “please remit” with a smile! 
Printed in two tones of blue—1000 stickers to a package. Order 
any selection you desire. 


Price $2.00 a Thousand Postpaid 


Reduced prices in quantities of five thousand 


National Retail Credit Ass’n. 


Plaza-Olive ~~ ne ~ Saint Louis 




















